








Financial Highlights 

Genesco Inc. and Consolidated Subsidiaries 

Dollar Amounts in thousands except per share amounts 

6 months ended January 31, 



1984 

1985 

Percent 

Change 

Sales 

$307,624 

$ 297,372 

- 3 % 

Pretax Earnings 

10,566 

7,176 

- 32 % 

Net Earnings 

6,928 

4,548 

- 34 % 

Net Earnings Per Share 




Primary 

.38 

.23 

- 39 % 

Fully Diluted 

.36 

.22 

- 39 % 

Working Capital 

179,322 

176,172 

- 1 % 

Current Ratio 

3.3 

3.9 

+ 18 % 

Common Shares Outstanding 

15,036,529 

15 , 080,800 


Number of Stores 

1,150 

1,088 

- 5 % 


Sales and Pretax Earnings 
by Business Segment 

12 months ended January 31, 

Sales* 1981 1982 1983 1984 1935 


Footwear Retailing 


Footwear 
Wholesale & 
Manufacturing 


Apparel 


35 % 


35 % 

40 % 


40 % 

25 % 


25 % 


38 % 


35 % 


27 % 


43 % 


34 % 


23 % 




Protax Earnings 

1985 

Footwoar Salas 

1985 

Apparel Sales 

1985 

Footwear Retailing 

51% 

Retailing 

57% 

Tailored Clothing 

78% 

Footwear Wholesale & 

24% 

Wholesale & Mfg. 

43% 

Hosiery 

22% 

Manufacturing 

Apparel 

25% 






* Sales of dwested operations are excluded fiom all years 
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One such opportunity on 
which the Company is concen¬ 
trating is footwear retailing. 
Already a leading footwear 
retailer in the United States 
and the second largest 
footwear retailer in Canada, 
Genesco expects to add 500 
stores in the United States and 
80 in Canada by 1990. Each 
store concept is highly targeted. 

Johnston & Murphy is an ex¬ 
cellent example of the Genesco 
strategy. Five years ago, J&M 
management saw a way to 
better serve the affluent, 
discriminating customers and 
potential customers of 
Johnston & Murphy shoes by 
developing its own Johnston 
& Murphy retail stores. The 
chain now consists of 80 
carefully selected locations, 
and J&M sales today are 
twice what they were five 
years ago. 
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Canadian 

Operations 


Footwear 
Operations and 
Wholesale 



Agnew is the second largest shoe 
chaw in Canada, catering to wen and 
women seeking fashionable footware 
at a reasonable price. The Johnston 
& Murphy retail shops cater to an 
upscale, quality-oriented consumer. 

J & M shops are located in prestigious 
areas such as the one pictured w 
Short Hills, New Jersey. With special 
attention to style, detail and color, 
Johnston & Murphy designs a line 
of shoes for the woman of discriminat¬ 
ing taste. Hosiery products from 
Camp include well-known men’s and 
women’s designer brands. 



In Canada, Genesco’s highly 
successful and profitable retail 
outlets include Agnew, a mid- 
priced family chain, and 
Aggies, a more upscale chain 
catering to fashion-conscious 
younger women. In total, 
Genesco operates about 349 
stores and leased departments 
in Canada, primarily in shop¬ 
ping centers. 

The Company also operates a 
manufacturing and wholesale 
footwear business based in 
Cambridge, Ontario. 






In addition to its own stores, 
Genesco’s quality branded 
footwear products are show¬ 
cased in many of the better 
known quality department 
stores and specialty stores na¬ 
tionwide. Nordstrom’s, Bloom- 
ingdale’s, and Sak’s Fifth 
Avenue are just a few among 



the thousands of stores where 
consumers can find Genesco 
products. Footwear wholesale 
brands including Johnston & 
Murphy, Jarman, Mitre, 
Wrangler, Laredo, Charm Step, 
and Easy Street—like retail 
chains—are each targeted to 
very specific consumers. 
Manufacturing operations have 
been scaled down to efficiendy 
serve the markets the retailing 
and branded operations have 
identified. The Company has 
completed an important transi¬ 
tion from a manufacturing- 


oriented operation to one that 
is driven by market 
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In men’s apparel, Genesco 
competes within a $1.1 billion 
market niche which consists of 
men’s tailored suits that retail 
for $300 and up, and in the 
$400 million branded hosiery 
market. The Company has a 
10% market share in tailored 
clothing and an 8% share of 
the hosiery market. 

As in footwear, Genesco’s ap¬ 
parel lines are well recognized 
for quality and value. They in¬ 
clude such designer labels as 
Chaps by Ralph Lauren, Polo 
University, Oleg Cassini, Lan¬ 
vin of Paris, Colours by Alex¬ 
ander Julian, and Perry Ellis. 
Genesco’s apparel products 
may be found in Barney’s, the 
well-known New York City 
menswear retailer, as well as 
Sak’s Fifth Avenue, Blooming- 
dale’s, Neiman-Marcus, and 
other distinguished stores. 
Hosiery brands for men and 
women include Camp, Chris¬ 
tian Dior, Anne Klein, and 
Jordache. These products are 
distributed through thousands 
of specialty and department 
stores throughout the U.S. 



Jarman markets quality men’s and 
womens footwear to better depart¬ 
ment and specialty stores. Charm 
Step is a highly-focused brand for 
women seeking comfortable footwear 
at a popular price. Jarman stores 
offer dress and casual shoes to up¬ 
scale men seeking styling and quality. 
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Letter to Shareholders 


It is a new experience to write the chairman’s 
letter only six months after having written one 
for the fiscal year ended in July of 1984. This 
opportunity comes from our decision last year 
to change to a new fiscal year ending on January 
31, so that our reporting cycle would more 
closely coincide with that of other companies 
with which we compete. 

We have now completed the first six months of 
our new six-year plan, which I described in 
Genesco’s last annual report. Although 
business conditions during this period were not 
favorable for either the men’s apparel or the 
footwear industry, and the near term outlook is 
not positive, we believe that our mission and 
our objectives are on target for the longer term. 

Several significant actions taken in the past few 
months have been consonant with our 
objectives. 

Retail Reorganization 

We have effected a major restructuring that 
places all U.S. retail chains—with the exception 
ofjohnston & Murphy—under single 
management. We did this because our historic 
practice of operating each chain as a self- 
sufficient, independent profit center with its 
own management team is not practical as we 
move toward an objective of 1,000 stores in the 
United States comprised of three or four 
chains. 

Accordingly, our retail organization now has 
one general manager, one operations group, 
one marketing department, and a 
merchandising department staffed with 
specialists who are responsible for targeting 
each of our products and directing their 
promotions and advertising to the various 
consumer segments we are serving. 

This sounds simple. Believe me, it is not. My 
estimate is that we are at least six months from 
having a smooth functioning organization in 
operation. 

It was a difficult decision to restructure an 
organization that was doing fairly well; but if we 
are to achieve our growth objectives, we must 
have our people positioned to handle the 
responsibilities of a larger enterprise. 


New J&M Shops 

Our Johnston & Murphy group is continuing to 
develop new markets and new ways to broaden 
the appeal of the J&M brand. Two of our 
recently opened J&M stores were specifically 
designed to appeal to both genders. The results 
have been encouraging, and we intend to 
expand this approach rapidly. 

A New Concept in Men’s Shoes 

Gcnesco is testing a completely new retailing 
concept to serve the footwear market at an 
upper-middle price point—a niche we are 
currently not covering. We expect to have four 
’’new concept” stores open in major 
metropolitan locations next fall, and our 
research indicates the prospects for success arc 
promising. If our premise proves correct, we 
may well have the basis for another chain of 
stores. 

Direct Marketing 

We believe that we have an excellent 
opportunity to complement our wholesale and 
retail marketing thrusts by serving the 
consumer in the home as well. Accordingly, we 
will begin two direct marketing ventures this 
year. One will be aimed at the lower end of the 
market, where we have been active previously, 
through a series ofjohn Hardy catalogs. The 
other will be implemented by Johnston & 
Murphy. 

Raw Materials Now A Part Of Footwear 
Manufacturing 

Genesco’s tanneries, box plants and cut sole 
manufacturing operations have felt the impact 
of increasing imported footwear competition. 
To manage these units more efficiently, we 
combined these businesses last fall with our 
footwear manufacturing operations. The result 
of this consolidation has been closer 
coordination, better cooperation, and more 
efficient operations. 

Apparel 

Although our hosiery business continues to 
perform well in a slow market, our tailored 
clothing operations have been hard hit by the 
softening retail environment. Although our fall 
product lines have been improved dramatically, 
retailers are taking a cautious approach to fall 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




orders. We are confident in the quality and 
consumer support of our clothing line and fully 
expect to benefit at such time as retail buyers 
become more optimistic. 

Tight Inventory Controls 

The quarter ending January 31 was a difficult 
one throughout the footwear and apparel 
industries. Consumer spending for these 
products w’as less than expected, which resulted 
in reduced earnings and inventory increases 
throughout the industry. Genesco was able, 
however, to decrease its own inventories (at 
January 31) from $134 million last year to $130 
million this year, thus enabling the Company to 
reduce the impact of slower sales. 

A More Financially Sound Genesco 

Genesco’s balance sheet shows significant 
improvements when compared to the same date 
a year ago. We have reduced current liabilities 
from $78 million last year to $62 million, and 
long-term debt by $8 million, from $110.8 
million last year to $102.8 million. We have no 
short-term debt, and our cash position remains 
strong. 

Looking Ahead to 1986 

The difficult environment of the past quarter 
adversely affected most of the footwear and 
apparel industries. Genesco’s earnings were 
likewise affected, and we anticipate a substantial 
loss for the first quarter of the new fiscal year. 
This quarter is typically one of the weakest for 
our business, and it is not uncommon for 
Genesco and many of its retail competitors to 
operate at a loss. 

Although this will be a difficult year, we are 
addressing the challenges facing us and we 
expect to come through this period stronger for 
the effort. 



Richard W. Hanselman 

Chairman , President , and 
Chief Executive Officer 


Apul 12, 1985. 
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Beginning on page 12 of this Repoit to Stockholders 
are the consolidatedfinancial statements of the 
Company for the three fiscal years ended July 31, 1984 
and for the six month fiscal period ended 'January 31, 
1985. In view of the change in the Company's fiscal 
year fom July 31 to January 31 and to assist the 
readers of our financial statements, we are presenting 
below an unaudited earnings statement for each of the 
three twelve-month periods endedJanuaiy 31, 1985 
and an unaudited condensed balance sheet at the end of 
each such twelve-month period. 


Consolidated Earnings 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 


Years Ended January 31 

1983 

1984 

1985 

Net sales 

$646,572 

$615,708 

$596,012 

Cost of sales 

439,742 

396,980 

381,236 

Gross margin 

206,830 

218,728 

214,776 

Selling, general and administrative expenses 

200,809 

191,390 

187,191 

Interest expense, net 

14,246 

13,506 

12,352 

Other income (expense) 

2,774 

(286) 

55 

Loss on divested operation 

-0- 

(3,351) 

-O- 

Pretax earnings (loss) 

(5,451) 

10,195 

15,288 

Income taxes 

2,225 

5,838 

5,109 

Earnings (loss) before discontinued operations and 
extraordinarv credits 

(7,676) 

4,357 

10,179 

Excess provision for future losses of discontinued 
operations 

-0- 

-0- 

4,306 

Earnings (loss) before extraordinarv credits 

(7,676) 

4,357 

14,485 

Extraordinary credits: 

U.S. federal income tax 

(3,568) 

1,687 

1,880 

Extinguishment of debt 

-0- 

1,001 

-O- 

Net Earnings (Loss) 

$(11,244) 

$ 7,045 

$ 16,365 

Earnings (loss) per common share (after preferred dividend 
requirements): 

Primary: 

Before discontinued operations and extraordinary 
credits 

$(.70) 

$ .15 

$ .53 

Before extraordinary u edits 

$(•70) 

$ .15 

$ .81 

Net earnings (loss) 

$(.96) 

$ .33 

$ .94 

Fully diluted: 

Before discontinued operations and extraordinary 
credits 

$(.70) 

$ .15 

$ .50 

Before extraordinary credits 

$(.70) 

$ .15 

$ .76 

Net earnings (loss) 

$(.96) 

$ .32 

$ .89 
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Condensed Consolidated Balance Sheet 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 


January 31, 

1983 

1984 

1985 

Assets 

Cash and short-term investments 

$ 22,994 

$ 51,568 

$ 41,980 

Receivables 

86,119 

69,085 

@6,032 

Inventories 

142,871 

134,189 

129,757 

Other current assets 

1,118 

2,676 

2,754 

Total current assets 

253,102 

257,518 

240,523 

Plant, equipment and capitalized lease rights 

95,264 

80,436 

76,370 

Other assets 

2,661 

4,062 

5,656 

Total Assets 

$351,027 

$342,016 

$322,549 


Liabilities and Stockholders’ Equity 




Total current liabilities 

$104,521 

$ 78,196 

$ 62,351 

Long-term debt and capitalized leases 

137,085 

137,465 

125,866 

Provision for discontinued operations 

15,223 

16,004 

13,515 

Deferred income taxes 

3,915 

4,372 

1,010 

Redeemable preferred stock 

21,470 

21,699 

21,929 

Non-redeemable preferred stock 

28,943 

29,086 

29,228 

Common stockholders’ equity 

39,870 

55,194 

68,650 

Total Liabilities and Stockholders’ Equity 

$351,027 

$342,016 

$322,549 
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Financial Summary 

Genesco Inc. and Consolidated Subsidiaries 





Twelve Months Ended July 31, 

In Thousands except pet share amounts 

1980 

1981 

1982 

1983 

1984 

Results of Operations Data 

Net sales 

$637,695 

$662,490 

$664,805 

$639,761 

$606,264 

Depreciation and amortization 

10,784 

10,162 

10,554 

11,519 

10,074 

Pretax earnings (loss) 

10,679 

26,098 

7,951 

(312) 

18,678 

Earnings (loss) before discontinued operations 
and extraordinary credits 

5,200 

12,748 

1,099 

(2,972) 

11,044 

Discontinued operations 

(502) 

(1,180) 

-0- 

-0- 

4,306 

Extraordinary credits: 

U.S. federal income tax 

-0- 

6,495 

-0- 

-0- 

3,395 

Extinguishment of debt 

-0- 

-0- 

-0- 

1,001 

-O- 

Net earnings (loss) 

$ 4,698 

$ 18,063 

$ 1,099 

$ (1,971) 

$ 18,745 

Per Common Share Data 

Earnings (loss) from continuing operations 
Primary 

$ .16 

$ .75 

$(.09) 

$(.36) 

$ .57 

Fully Diluted 

.15 

.71 

(.09) 

(.36) 

.55 

Discontinued operations 

Primary 

(.04) 

(.10) 

-0- 

-0- 

.29 

Fully Diluted 

(.04) 

(.09) 

-0- 

—0— 

.26 

Extraordinary credits 

Primary 

-0- 

.51 

-0- 

.07 

.22 

Fully Diluted 

-0- 

.47 

-0- 

.07 

.21 

Net earnings 

Primary 

.12 

1.16 

(.09) 

(.29) 

1.08 

Fully Diluted 

11 

1.09 

(.09) 

(.29) 

1.02 

Book value 

— 

1 14 

2 01 

1.86 

3.17 

Balance Sheet Data 

Working capital 

$173,637 

$180,246 

$154,085 

$162,588 

$179,452 

Current iatio 

2.4 

2.7 

2.5 

3 1 

3.6 

Total assets 

413,871 

379,629 

356,191 

327,178 

329,441 

Notes payable 

15,000 

7,000 

16,000 

5,000 

-O- 

Long-term debt* 

174,194 

147,457 

126,445 

121,079 

113,867 

Capitalized lease obligations* 

39,597 

24,606 

22,648 

31,786 

28,076 

Redeemable preferred stock 

39,150 

39,082 

21,908 

21.469 

21,698 

Non-redeemable preferred stock 

26,646 

26,936 

28,780 

29,030 

29,133 

Common stockholders’ equity 

16,113 

33,847 

41,733 

41,883 

64,865 

Capital expenditures 

23,315 

18,964 

17,276 

18,137 

7,525 

Other Data 

Number of stores 

1,120 

1,134 

1,194 

1,157 

1,098 

Number of employees 

21,800 

18,000 

16,000 

13,200 

12,400 


* Includes ament payments 

The Company has not pant dividends on its Common Stock since 1973 See S'ote 10 to the Consolidated Financial Statements for a description of 
limitations on the Company's ability to pay dividends 
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Review of Operating Results and 
Financial Condition 


Six Months Ended 
January 31, 

1984 1 985 

$307,624 

$297,372 

5,187 

4,998 

10,566 

7,176 

5,241 

4,376 

-0- 

"O- 

1,687 

172 

-0- 

-O- 

S 6,928 

$ 4,548 


S 27 

$ .22 

26 

.21 

-0- 

-0- 

-0- 

-0- 

.11 

.01 

.10 

.01 

.38 

.23 

.36 

.22 

2.59 

3.40 

$179,322 

$178,172 

3.3 

3.9 

342,016 

322,549 

5,000 

-O- 

119,173 

111,267 

30,135 

26,348 

21,699 

21,929 

29,086 

29,228 

55,200 

68,650 

2,991 

5,049 

1,150 

1,088 

12,600 

11,500 


This discussion should be read in conjunction 
with the Financial Summary and the business 
segment information in Note 15 to the 
Consolidated Financial Statements. 

Recent Trends 

During the six-month period ended January 31, 
1985, the Company’s operations began to be 
adversely affected by competitive pressures at 
the retail level, the result of a slowdown in 
consumer spending for footwear and apparel. 
This slowdown reduced earnings in the 
Company’s own retail operations. As apparel 
and footwear inventories rose at the retail level, 
many of the Company’s wholesale customers 
began to reduce orders for new merchandise, 
putting pressure on the Company’s wholesale 
sales and margins. These factors, in addition to 
major organizational changes that were 
implemented in the Company’s U.S. retail 
footwear operations in August 1984, combined 
to reduce the Company’s earnings for the 
quarter ended January 31, 1985. 

Wholesale and retail sales in the quarter ending 
April 30, 1985 are below last year’s levels, and 
the Company expects to incur a substantial loss 
for that quarter. 

The outlook for the last part of the fiscal year 
ending January 31, 1986 is uncertain due to the 
factors discussed above. At March 29, 1985 
there was a significant decline in order backlog. 
Orders for tailored clothing (primarily fall 
shipments) and wholesale footwear were 12 % 
and 21 %, respectively, less than March 29, 
1984. 

For a discussion of the effects of inflation on 
the Company’s operations, see Note 17 to the 
Consolidated Financial Statements. 

Results of Operations 

Six Months Ended January 31,1985 

Effective January 31, 1985, the Company 
changed its fiscal year-end from July 31 to 
January 31. This discussion covers the six- 
month period ended January 31, 1985 (“Fiscal 
1985”) in comparison with the six months 
ended January 31, 1984. Results for the six- 
month periods are not necessarily indicative of 
results for a full year. 
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The Company had pretax earnings of 
$7,176,000 in Fiscal 1985 compared to 
$10,566,000 in the comparable period ended 
January 31, 1984, a decrease of 32%. Pretax 
earnings for Fiscal 1985 benefited from a 
$1,178,000 ($.08 per share) expense reduction 
resulting from a modification of the Company’s 
method of allocating U.S. payroll taxes within 
its fiscal periods to reflect payroll taxes as 
incurred, rather than prorating them over a 12- 
month period. This modification will result in 
somewhat greater expense in the first part of 
each calendar year. 

U.S. retail footwear pretax earnings decreased 
$2,330,000 (29%) from $8,121,000 in the six 
months ended January 31, 1984 to $5,791,000 
in Fiscal 1985. Sales decreased $1,648,000 
(2%), and unit sales decreased 3%. Operating 
expenses increased 4% principally because of 
increases in store rents, advertising and display, 
and administrative expenses. 

Canadian retail footwear pretax earnings 
decreased $284,000 (7%), sales declined 
$5,074,000 (12%), and unit sales decreased 
17%, all of which are attributable to the 
Company’s decision to terminate its leased 
department operations in a chain of discount 
stores in Canada. Sales in Company-owned 
shoe stores increased by 6%. 

U.S. wholesale footwear operations including 
raw materials produced pretax earnings of 
$1,130,000 in Fiscal 1985 compared to 
$2,968,000 in the comparable period last year, 
a reduction of 62%. Sales were $4,615,000 
(5%) less than last year. Unit sales decreased 
15%. The decline in both unit and dollar sales 
is attributable primarily to a reduction in 
private label sales to mass merchandisers. The 
reduction in earnings is due to reduced 
wholesale sales and to underabsorbed overhead 
resulting from a reduced level of production in 
the manufacturing plants. 

Canadian wholesale footwear operations pretax 
earnings declined $745,000 (63%). Sales 
declined $2,043,000 (23%). The reduction in 
earnings is due to reduced wholesale sales and 
to underabsorbed overhead resulting from a 
reduced level of production in the 
manufacturing plants. 


Men’s apparel pretax earnings increased 
$539,000 (14%) over the comparable period 
last year, with tailored clothing accounting for 
all of the increase. Total men’s apparel sales 
were $4,923,000 (7%) higher. Sales of hosiery 
were slightly less, while sales of tailored 
clothing were 10% higher. Increased tailored 
clothing sales and the resulting absorption of 
manufacturing overhead accounted for the 
earnings improvement, in spite of higher than 
normal write-downs of obsolete inventory. 

Corporate expenses decreased $1,165,000 
(31%) primarily because of the slowdown in the 
Company’s business which resulted in not 
accruing any management incentive 
compensation and reversing that which had 
been previously accrued. 

Interest expense (net of interest income) was 
essentially the same. The Company had no 
short-term indebtedness outstanding during 
Fiscal 1985. 

Year Ended 31,1984 

The Company had pretax earnings of 
$18,678,000 in 1984 compared to a loss of 
$312,000 in 1983. The increase, achieved 
during a favorable economic environment, was 
broadly based throughout all segments of the 
Company’s business. 

During the third quarter ended April 30, 1984, 
the Company determined that its provision for 
discontinued operations established in prior 
years was greater than its currently anticipated 
requirements. The provision was therefore 
reduced by $4,306,000, which was reflected in 
net income in.the third quarter. 

On August 16, 1984 the U.S. and Canadian 
governments ratified a tax treaty which, among 
other things, reduces from 15% to 10% the 
withholding tax rate that applies to repatriated 
earnings. The effect of this rate reduction was 
recorded in 1984 and reduced previously 
accrued withholding taxes by $1,253,000. 

U.S. retail footwear pretax earnings increased 
$6,329,000 (88%) over 1983. Sales increased 
$16,604,000 (10%), and unit sales increased 
8%. The increase in pretax earnings was due 
primarily to increased sales and improved gross 
margin. Operating expenses increased 6% 
principally because of increases in store rents 
and compensation of sales personnel. 
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Canadian retail footwear pretax earnings 
increased $2,569,000 (66%). Sales increased 
$2,261,000 (3%), and unit sales increased 6%. 
The increase in pretax earnings resulted from 
increased sales and improved gross margin. 
Operating expenses were slightly less than 
1983. 

U.S. wholesale footwear operations produced 
pretax earnings of $3,605,000 compared to 
$585,000 in 1983. The improvement in pretax 
earnings, which is the result of improved gross 
margins, occurred in every division of U.S. 
wholesale operations, except for the Wrangler 
casual shoe division which the Company 
discontinued. Operating expenses were 
essentially the same as last year. Sales were 
$11,724,000 (8%) less than 1983. Unit sales 
decreased 26%. The decline in both unit and 
dollar sales was attributed primarily to the 
Company’s decision to reduce the amount of 
low-margin, private label sales to mass 
merchandisers. 

Pretax earnings from raw materials operations 
were slightly higher than 1983, although sales 
increased $9,033,000 (21%). Reduced margins 
in certain product lines and increased operating 
expenses adversely affected the earnings 
increase. 

Canadian wholesale footwear operations pretax 
earnings increased $1,219,000 (89%), despite a 
sales decline of $1,001,000 (6%). The 
improvement in pretax earnings was due to 
reduced operating expenses. The sales decline 
was attributed to the closing of a wholesale 
division. Sales from continuing operations were 
slightly higher than 1983. 

Men’s apparel pretax earnings increased 
$1,646,000 (27%) with tailored clothing 
accounting for 89% of the increase. Total 
men’s apparel sales were $10,422,000 (7%) less 
than 1983. Sales of hosiery were essentially the 
same as 1983. Sales of tailored clothing were 
9% lower as a result of planned reductions in 
certain product lines, increased import 
competition and the winding down of a major 
sales contract. Improved manufacturing 
efficiency and reductions in expenses in tailored 
clothing operations, primarily as a result of the 
inclusion in 1983 expenses of substantial costs 
of consolidating two tailored clothing divisions, 
accounted for the earnings improvement. 


Interest expense (net of interest income) 
decreased $2,074,000 (14%) primarily because 
of decreased short-term indebtedness. The 
only short-term indebtedness incurred by the 
Company during 1984 was $5 million that 
Genesco Financial Corporation was required by 
its long-term lenders to have borrowed at all 
times. This requirement was waived in July 
1984 and the $5 million was repaid. A $2.1 
million increase in long-term interest expense 
in 1984 resulting from long-term debt 
refinancings in March and October of 1983 at 
higher interest rates was more than offset by the 
increase in interest income from invested 
excess cash. 

Corporate expenses were $1,439,000 (24%) 
higher in 1984 than in 1983 and included a 
write-off of certain fixed assets in 1984 whereas 
1983 included a nonrecurring gain from the 
redemption of securities and income from a 
lawsuit settlement. 

Year Ended July 31,1983 

The Company had a pretax loss of $312,000 in 
1983 compared to pretax earnings of 
$7,951,000 in 1982, a reduction of $8,263,000. 
Included in the 1983 results was a loss of 
$3,351,000 on the sale of the Haywood 
division, manufacturers of jeans and casual 
slacks, and a $7,926,000 decline in the 
Company’s tailored clothing operations. The 
Company’s business in general was adversely 
affected by the depressed business environment 
in the U.S. and Canada in which the Company 
operated during most of 1983. 

In December 1982, the Company began to 
experience an improvement in retail sales in the 
U.S. As the economy improved, the Company 
also began to experience in the fourth quarter 
some improvement in wholesale orders 
compared to 1982 for both footwear and men’s 
apparel, although this improvement was not 
experienced by all sales divisions. Retail sales in 
the Company’s Canadian operations also began 
to improve in the fourth quarter. In the fourth 
quarter, the Company recorded its first 
improvement in quarterly pretax earnings in 
two years (compared to the comparable 
quarters of prior years), reporting pretax 
earnings of $5,729,000 compared to a loss of 
$720,000 in 1982, an improvement of 
$6,449,000. The fourth quarter improvement 
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occurred throughout the Company’s U.S. and 
Canadian footwear operations. 

U.S. retail footwear operations generated 
pretax earnings of $7,225,000 in 1983 
compared to $5,890,000 in 1982. Net sales 
increased $14,078,000 (9%), and unit sales 
increased 5%. The increase in earnings was due 
primarily to increased sales and to a lesser 
degree improved gross margin. 

Canadian retail footwear earnings declined 
$105,000 (3%). Increases in retail store rent, 
compensation of sales personnel (principally in 
leased department operations) and other store 
related expenses contributed to the decline. 
Sales increased $9,968,000 (16%), primarily a 
result of the addition of 32 leased departments 
in a chain of discount stores. 

U.S. wholesale footwear operations produced 
pretax earnings of $585,000 in 1983 compared 
to a pretax loss of $2,779,000 in 1982. The 
improvement in earnings was attributed to 
significant improvements in results of the 
private label and another wholesale division 
and in manufacturing operations. The decision 
in 1982 to discontinue the Easy Street and 
Cover Girl lines of women’s shoes reduced the 
losses of these lines from $1,449,000 in fiscal 

1982 to $117,000 in 1983. Sales were 
$19,252,000 (12%) less than in 1982. Unit sales 
decreased 13%. The discontinued Easy Street 
and Cover Girl lines accounted for $ 11,492,000 
of this sales decline. Another factor in the 
decline in sales was the Company’s decision in 

1983 to reduce the amount of low-margin, 
private label sales to mass merchandisers. 

Raw materials operations earned $1,182,000 
(21%) less than in 1982. The major reason for 
the decline in earnings was a $3,563,000 (8%) 
reduction in sales. Sales of leather and cut 
soles, particularly for military footwear and 
western boots, declined substantially in 1983. 

In 1983 Canadian wholesale footwear 
operations earned $947,000 (41%) less than in 
1982. Earnings were adversely affected by the 
decline in sales, resulting in underabsorbed 
overhead. Sales declined $4,424,000 (20%). 
Although sales were adversely affected by 
economic conditions in Canada, approximately 
65% of the sales decline was attributed to the 
closing of a wholesale division. 


The $9,386,000 (6%) decline in sales of men’s 
apparel was attributed entirely to tailored 
clothing operations. Sales of hosiery increased 
slightly. Earnings declined $7,406,000 (54%). 
Earnings from tailored clothing operations 
were adversely affected by substantial expenses 
resulting from the consolidation of two tailored 
clothing divisions, by reduced sales and by 
manufacturing inefficiencies. 

Interest expense increased $892,000 (7%) 
primarily because of increased short-term 
indebtedness. Average short-term interest rates 
declined from 17.4% in 1982 to 11.5% in 1983. 

Liquidity and Capital Resources 

Working capital at January 31, 1985 was $178 
million, a $1 million reduction from the January 
31, 1984 level. The ratio of current assets to 
current liabilities increased from 3.3 to 3.9. 
Accounts receivable turn increased. Inventory 
turn decreased slightly, reflecting declining 
sales. During Fiscal 1985, the Company repaid 
$3.2 million of long-term debt and increased its 
common stockholders’ equity by $3.8 million. 

Capital expenditures for the twelve months 
ending January 31, 1986 are expected to be 
$8.0 million for new retail stores and 
renovations and $6.4 million for manufacturing 
equipment, renovations and other items. 
Current payments on long-term debt are $8.5 
million and on capitalized lease obligations are 
$3.2 million. 

The Company anticipates that cash generated 
by operations in the twelve months ending 
January 31, 1986 will not be sufficient to meet 
projected cash needs, although its cash and 
short-term investments should be more than 
sufficient to meet any cash needs not met by 
operations. In addition, revolving credit 
agreements expiring July 31, 1986 provide 
commitments for short-term loans to Genesco 
and Genesco Financial Corporation in the 
amounts of $15 million and $10 million, 
respectively, plus a combined commitment of 
$ 1 million. The Company does not expect to 
borrow under these agreements during the 
fiscal year ending January 31, 1986. See Note 6 
to the Consolidated Financial Statements for 
additional information regarding tangible net 
worth and other financial undertakings upon 
which the commitments are based. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




Management’s Responsibility for 
Financial Statements 


The consolidated financial statements 
presented in this report are the responsibility of 
management and have been prepared in 
conformity with generally accepted accounting 
principles applied on a consistent basis. Some 
of the amounts included in the financial 
information are necessarily based on estimates 
and judgments of management. 

The Company maintains accounting and 
related internal control systems designed to 
provide, among other things, reasonable 
assurance that transactions are executed in 
accordance with management’s authorization 
and that they are recorded and reported 
properly. An integral part of the control system 
is an internal audit program which regularly 
reviews the internal control systems of the 
Company and coordinates its activity with the 
examination by the Company’s independent 
accountants. There are limitations inherent in 
all systems of internal control and the Company 
weighs the cost of such systems against the 
expected benefits. 


Report of Independent Accountants 

To the Board of Directors and Stockholders of 
Genesco Inc. 

In our opinion, the accompanying 
consolidated balance sheet and the related 
consolidated statements of earnings, of 
changes in financial position, of additional 
paid-in capital and of accumulated deficit 
present fairly the financial position of Genesco 
Inc. and its subsidiaries at January 31, 1985 
and July 31, 1984, and the results of their 
operations and the changes in their financial 
position for the six months ended January 31, 
1985 and for each of the three years in the 


The financial statements have been examined 
by our independent accountants, Price 
Waterhouse. Their primary role is to render an 
independent professional opinion on the 
financial statements. Their examination, which 
is performed in accordance with generally 
accepted auditing standards, includes a study 
and evaluation of the Company’s accounting 
systems and internal controls sufficient to 
express their opinion on those financial 
statements. 

The audit committee of the board of directors, 
composed entirely of directors who are not and 
have never been employees of the company, 
meets regularly with management, the internal 
auditors and the independent accountants to 
review the results of their work and to satisfy 
itself that their responsibilities are being 
properly discharged. The internal auditors and 
the independent accountants have full and free 
access to the audit committee, and meet with it 
(with and without management present) to 
discuss appropriate matters. 


William S. Wire, II 

Senior Vice President-Finance 


period ended July 31, 1984, in conformity with 
generally accepted accounting principles 
consistently applied. Our examinations of 
these statements were made in accordance with 
generally accepted auditing standards and 
accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary in the 
circumstances. 


Price Waterhouse 

Nashville, Tennessee 
February 27, 1985 
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Consolidated Balance Sheet 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 




January 31, 
1985 

Assets 

Current Assets 

Cash 

Short-term investments (Note 1) 

Receivables (Note 2) 

Inventories (Note 3) 

Prepaid expenses 

$ 7,796 
24,192 
74,834 
137,592 
2,888 

$ 10,554 
31,423 
66,032 
129,757 
2,754 

Total current assets 

247,302 

240,523 

Plant, equipment and capitalized lease rights (Note 4) 

Other assets 

76,837 

5,302 

76,370 

5,656 

Total Assets 

$329,441 

$322,549 


Liabilities and Stockholders’ Equity 

Current Liabilities 


Current payments on long-term debt 

Current payments on capitalized lease obligations 

Accounts payable and accrued liabilities (Notes 5 and 12) 
Provision for discontinued operations (Note 9) 

$ 8,434 
3,158 
53,826 
2,432 

$ 8,506 

3,243 
48,784 
1,818 

Total current liabilities 

67,850 

62,351 

Long-term debt (Notes 7 and 10) 

Capitalized lease obligations (Note 8) 

Provision for discontinued operations (Note 9) 

Deferred income taxes (Note 11) 

Redeemable preferred stock (Note 10) 

Non-redeemable preferred stock (Note 10): 

Stated value of issued shares 

Employee preferred stock purchase accounts (Note 13) 

105,433 

24,918 

11,411 

4,133 

21,698 

46,094 

(16,961) 

102,761 

23,105 

13,515 

1,010 

21,929 

46,094 

(16,866) 

Total non-redeemable preferred stock 

29,133 

29,228 

Common stockholders’ equity (Note 10): 

Par value of issued shares 

Additional paid-in capital 

Employee common stock purchase accounts (Note 13) 
Accumulated deficit 

Treasury stock, at cost 

Foreign currency translation adjustments (Note 1) 

15,533 

80,440 

(520) 

(9,254) 

(17,857) 

(3,477) 

15,569 

80,246 

(518) 

(4,732) 

(17,857) 

(4,058) 

Total common stockholders’ equity 

64,865 

68,650 

Total Liabilities and Stockholders’ Equity 

$329,441 

$322,549 


The accompanying Notes are an integral part of these Financial Statements. 
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Consolidated Earnings 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months Ended luly 31, 
1982 1983 1984 

Six Months 
Ended 
January 31, 
1985 

Net sales 

$664,805 

$639,761 

$606,264 

$297,372 

Cost of sales 

446,432 

426,499 

382,422 

191,931 

Gross margin 

218,373 

213,262 

223,842 

105,441 

Selling, general and administrative 

expenses 

199,651 

195,760 

192,125 

92,868 

Interest expense, net 

13,699 

14,591 

12,517 

6,117 

Other income (expense) 

2,928 

128 

(522) 

720 

Loss on divested operation (Note 9) 

-0- 

(3,351) 

-0- 

-O- 

Pretax earnings (loss) 

7,951 

(312) 

18,678 

7,176 

Income taxes (Note 11) 

6,852 

2,660 

7,634 

2,800 

Earnings (loss) before discontinued op- 

erations and extraordinary credits 

1,099 

(2,972) 

11,044 

4,376 

Excess provision for future losses of dis- 

continued operations (Note 9) 

-0- 

-0- 

4,306 


Earnings (loss) before extraordinary 

credits 

1,099 

(2,972) 

15,350 

4,376 

Extraordinary c r edits: 

U.S. federal income tax (Note 11) 

-0- 

-0- 

3,395 

172 

Extinguishment of debt (Note 7) 

-0- 

1,001 

-0- 

_o_ 

Net Earnings (Loss) 

$ 1,099 

$ (L971) 

$ 18,745 


Earnings (loss) per common share (after 
preferred dividend requirements— 

Note 1): 

Primary: 

Before discontinued operations and 

extraordinary credits 

$(.09) 

$(.36) 

$ .57 

$.22 

Before extraordinary credits 

$(•09) 

$(.36) 

$ .86 

$.22 

Net earnings (loss) 

$(•09) 

$(.29) 

$1.08 

$.23 

Fully diluted: 

Before discontinued operations and 

extraordinary credits 

$(■09) 

$(.36) 

$ .55 

$.21 

Before extraordinary credits 

$(•09) 

$(.36) 

$ .81 

$.21 

Net earnings (loss) 

$(•09) 

$(.29) 

$1.02 

$.22 

The accompanying .Votes are an integral part of these Financial Statements. 
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Consolidated Changes in Financial Position 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months Ended July 31, 
1982 1983 1984 

Six Months 
Inded 
January 31, 
1985 

Operations: 

Earnings (loss) before extraordinary 
credits 

$ 1,099 

$ (2,972) 

$15,350 

$ 4,376 

Depreciation and amortization 

10,554 

11,519 

10,074 

4,998 

Provision for discontinued operations, net 

(68) 

1,025 

(4,440) 

“0“ 

Other charges to earnings not requiring 
cash 

2,945 

3,027 

1,521 

479 


Cash provided by operations before 
extraordinary credits and working 


capital items 

Extraordinary credits: 

U.S. federal income tax 

Extinguishment of debt 

14,530 

-0- 

-0- 

12,599 

-0- 

1,001 

22,505 

3,395 

-0- 

9,853 

172 

-O- 

Cash provided by operations before 
operating working capital changes 

14,530 

13,600 

25,900 

10,025 

Cash provided by (used for) operating 
working capital changes 

18,519 

20,263 

(885) 

8,451 

Cash provided by operations 

33,049 

33,863 

25,015 

18,476 

Investments: 

Additions to plant, equipment and 
capitalized lease rights 

(17,276) 

(18,137) 

(7,525) 

(5,049) 

Proceeds from plant and equipment 
disposals 

7,771 

14,731 

2,849 

480 

Changes in long-term investments and 
receivables 

438 

429 

(1,163) 

(369) 

Cash used for investments 

(9,067) 

(2,977) 

(5,839) 

(4,938) 

Financing: 

Payment of long-term debt 

(10,821) 

(15,007) 

(30,601) 

(3,212) 

Long-term borrowing 

-0- 

30,414 

22,350 

”0” 

Retirement of debt 

-0- 

(30,414) 

-0- 

-O" 

Capital stock and warrants issued and 
exercised 

-0- 

419 

7,225 

172 

Preferred stock redemptions and exchanges 

(747) 

(770) 

(101) 

(100) 

Lawsuit settlement 

(6,417) 

-0- 

-0- 

-0- 

Increase (decrease) in notes payable 

9,000 

(11,000) 

(5,000) 

-0“ 

Payment of capitalized lease obligations 

(4,291) 

(3,901) 

(3,819) 

(1,818) 

Additional capitalized lease obligations 

2,453 

13,032 

171 

102 

Increase in defeired note expense 

-0- 

(402) 

(1,085) 

-0- 

Other 

(911) 

1,218 

(1,539) 

(186) 

Cash used for financing activities 

(11,734) 

(16,411) 

(12,399) 

(5,042) 

Changes in Provision for Discontinued 
Operations 

(7,571) 

(2,356) 

(474) 

1,496 


The arcomfmnwig Solei ate an mtegial /tint of these Financial Statements 
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Consolidated Changes In Financial Position (Continued) 



Twelve Months Endedjuly 31, 
1982 1983 1984 

Six Months 
Ended 
January 31, 
1985 

increase in Cash and Short-term 





Investments 

$ 4,677 

$12,119 

$ 6,303 

$ 9,992 

Cash and Short-term Investments: 





Beginning of Period 

8,889 

13,566 

25,685 

31,988 

End of Period 

$ 13,566 

$25,685 

$31,988 

$41,980 

Increase (Decrease) in Components 





of Working Capital: 





Cash 

$ 4,677 

$ 119 

$ (5,889) 

$ 2,758 

Short-term investments 

-0- 

12,000 

12,192 

7,234 

Receivables 

(23,720) 

(14,812) 

(7,801) 

(8,802) 

Inventories 

(7,826) 

(17,754) 

9,688 

(7,835) 

Prepaid expenses 

379 

1,467 

146 

(134) 

Total current assets 

(26,490) 

(18,980) 

8,336 

(6,779) 

Notes payable 

9,000 

(11,000) 

(5,000) 

-0- 

Current payments on long-term debt 

5,984 

(5,236) 

(2,729) 

72 

Current payments on capitalized lease 

(577) 

524 

(212) 

85 

obligations 





Accounts payable and accrued liabilities 

(12,649) 

(10,835) 

1,148 

(5,042) 

Provision for discontinued operations 

(2,077) 

(936) 

(1,735) 

(614) 

Total current liabilities 

(319) 

(27,483) 

(8,528) 

(5,499) 

Increase (Decrease) in Working 






$(26,171) 

$ 8,503 

$16,864 

$ (1,280) 


Vie accompanying Xotes are an mtegial parI of these Financial Statements 
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Consolidated Additional Paid-In Capital 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months Ended July 31, 
1982 1983 1984 

Six Months 
Ended 
January 31, 
1935 

Balance at beginning of period 

$ 63,792 

$ 72,701 

$ 74,172 

$ 30,440 

Increase in liquidation value of series 2 stock 

(331) 

(331) 

(331) 

(331) 

Issuance of common stock 

8,965 

-0- 

4,786 

"0°- 

Issuance of stock warrants 

275 

1,476 

1,715 

-0- 

Exercise of stock options and warrants 

-0- 

326 

98 

137 

Balance at End of Period 

$ 72,701 

$ 74,172 

$ 80,440 

$ 80,246 


Consolidated Accumulated Deficit 

Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months Ended lulv 31, 
1982 1983 1984 

Six Months 
Ended 
January 31, 
1985 

Balance at beginning of period 

$(24,694) 

$(25,914) 

$(27,944) 

$ (9,254) 

Net earnings (loss) 

1,099 

(1,971) 

18,745 

4,548 

Preferred dividends paid 

(713) 

(59) 

(55) 

(26) 

Retirement of preferred treasury stock 

(1,606) 

-0- 

-0- 

-0- 

Balance at End of Period 

1(25,914) 

$(27,944) 

$ (9,254) 

$ (4,732) 


The accompanying Xolei are an mtegial pail of these Financial Statements. 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


Basis of Consolidation 

Genesco Inc. and all subsidiaries are included 
in the consolidated financial statements. 

Change in Fiscal Year 

Effective January 31, 1985, the Company 
changed its fiscal year end from July 31 to 
January 31, to more closely coincide with other 
companies in its industry. In connection with 
the fiscal year change, the Company has 
modified its method of allocating payroll taxes 
within its fiscal periods to recording payroll 
taxes as incurred rather than prorating them 
over the fiscal period. The effect of the 
modification in the method of allocating payroll 
taxes for the six months ended January 31, 

1985 was to increase earnings before 
extraordinary credit and net earnings by 
$974,000 and $1,146,000, respectively, and 
earnings per common share before 
extraordinary credit and net earnings by $.06 
and $.08, respectively. 

Short-term Investments 

Short-term investments are recorded at cost 
which approximates market value. 

Inventories 

Inventories are stated at the lower of cost or 
market determined, in wholesaling and 
manufacturing divisions, principally by the first- 
in, first-out method. Inventories of retail 
divisions are determined by the retail method. 

Plant, Equipment and Capitalized Lease 
Rights 

Plant, equipment and capitalized lease rights 
are recorded at cost and are depreciated or 
amortized over the estimated useful life of the 
related assets. Depreciation and amortization 
expense is computed principally by the straight- 
line method. 


Postemployment Benefits 

Substantially all of the Company’s employees 
are covered by pension plans. For the Company 
sponsored plan, the Company records as 
pension expense and contributes to the plan an 
amount determined by its independent 
actuaries to be the minimum funding 
requirement of the Employee Retirement 
Income Security Act. The costs of 
multiemployer plans are funded in accordance 
with collective bargaining agreements. 

In addition to providing pension benefits, the 
Company provides certain health care for early 
retirees and life insurance benefits for retired 
employees. Substantially all employees may 
become eligible for these benefits if they reach 
retirement age while working for the Company. 
The cost of retiree health care and life 
insurance benefits is recognized as expense as 
claims are paid. 

Earnings (Loss) per Common Share 

Primary earnings (loss) per share are computed 
by dividing net earnings (loss), adjusted for 
preferred dividend requirements (1982— 
$2,243,000; 1983—$2,199,000; 1984— 
$2,330,000; 1985—$1,033,000), by average 
common shares and common share equivalents 
outstanding. In computing fully diluted 
earnings (loss) per share, earnings (loss) and 
average shares are appropriately adjusted for 
outstanding dilutive securities. 

Foreign Currency Translation 

Assets and liabilities of foreign subsidiaries are 
translated at the exchange rate on the balance 
sheet date. Income and expense accounts are 
translated at average exchange rates. 

Unrealized translation adjustments are 
reported as a separate component of 
stockholders’ equity. Gains and losses from 
certain foreign currency transactions are 
reported as an item of income and were not 
material during any of the three years ended 
July 31, 1984 or the six months ended January 
31, 1985. Unrealized translation adjustments 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


for the year ended July 31, 1984 and the six 
months ended January 31, 1985 were: 


In Thousands 

Julv 31, 
1984 

January 31, 
1985 

Balance at beginning of 



period 

S (876) 

$(3,477) 

Unrealized translation 



adjustments 

(2,601) 

(581) 

Balance at End of Period 

$(3,477) 

$(4,058) 


Genesco sells most of its accounts receivable to 
Genesco Financial Corporation (GFC), a 
wholly-owned consolidated subsidiary. The 
receivable amounts below include amounts sold 
to GFC as follows: 1984—$66,616,000; 1985— 
$61,841,000. 


In Thousands 

Julv 31. 

' 1984 

January 31, 
1985 

Trade accounts receivable 

$76,748 

$68,517 

Miscellaneous receivables 

925 

362 

Total receivables 

Allowance for bad debts and 

77,673 

68,879 

cash discounts 

(2,839) 

(2,847) 

Net Receivables 

$74,834 

$66,032 


In Thousands 

Julv 31, 
1984 

January 31, 
1985 

Raw materials 

$ 27,654 

$ 24,976 

Work m process 

18,390 

15,699 

Finished goods 

37,458 

31,866 

Retail merchandise 

54,090 

57,216 

Total inventories 

$137,592 

$129,757 


In Thousands 

Julv 31, 
1984 

January 31, 
1985 

Plant and equipment- 

$ 2,572 

$ 2,548 

Buildings and building 
equipment 

13,522 

13,695 

Machinery, furniture 
and fixtures 

47,960 

43,221 

Construction in progress 

1,344 

2,740 

Improvements to 
leased propertv 

47,211 

47,582 

Capitalized lease rights. 

1,862 

1,862 

Buildings 

38,624 

38,066 

Machinery, furniture 
and fixtures 

9,860 

9,726 

Total plant, equipment and 
capitalized lease rights 

162,955 

164,440 

Accumulated depreciation 
and amortization: 

Plant and equipment 

(61,951) 

(63,244) 

Capitalized lease rights 

(24,167) 

(24,826) 

Totals 

$ 76,837 

$ 76,370 


In Thousands 

Julv 31, 
1984 

January 31, 
1985 

Trade accounts payable 
Accrued liabilities for: 

$20,658 

$18,656 

Emplovee compensation 

12,469 

10,017 

Pensions 

5,321 

2,793 

Income taxes 

2,507 

1,069 

Foreign deferred taxes 

-0- 

3,278 

Other taxes 

2.577 

3,409 

Interest 

2,745 

2,913 

Other 

7,549 

6,649 

Totals 

$53,826 

$48,784 


At July 31, 1984 andjanuary 31, 1985, 
outstanding checks drawn on certain domestic 
banks exceeded book cash balances for those 
banks by approximately $5,226,000 and 
$4,949,000, respectively. These amounts are 
included in accounts payable. 
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Revolving credit agreements expiring July 31, 
1986 with nine U.S. banks and one Canadian 
bank provide commitments for loans to 
Genesco of up to $15,000,000 and to GFC of 
up to $10,000,000. In addition, an agreement 
having a similar expiration date with another 
bank provides a combined commitment for 
revolving credit loans to Genesco and GFC of 
up to $1,000,000. During the six months ended 
January 31, 1985, Genesco and GFC had no 
loans outstanding under their revolving credit 
agreements. 

Interest on any outstanding loans is payable 
quarterly at the Corporate Base Rate in effect 
from time to time. Commitment fees are 
payable quarterly at the rate of ‘/ 2 °f 1 % per 
annum on the daily unused portion of the 
commitments. Compensating balance 
arrangements provide that Genesco and GFC 
will endeavor to maintain collected funds on 
deposit in each bank which, over a calendar 
year, average 7.5% of the bank’s commitments 
plus 7.5% of the average borrowings under the 
commitments. 


Genesco’s revolving credit agreements require 
the Company to maintain (i) working capital of 
at least $150,000,000, (ii) a current ratio of at 
least 2.50 to 1, (iii) tangible net worth of at least 
$108,000,000 until October 31, 1985 and, on 
and after October 31, 1985, at least equal to the 
actual amount of tangible net worth maintained 
on October 31, 1985 less $10,000,000, but not 
less than $108,000,000 and (iv) a ratio of total 
liabilities (excluding subordinated debt and 
deferred taxes) to tangible net worth (including 
subordinated debt) of not more than 1.95 to 1 
until October 31, 1985 and, on and after 
October 31,1985, 1.80 to 1. Genesco is also 
required to maintain GFC’s Effective Net Worth 
at not less than $33,500,000 minus any future 
dividends paid. GFC is required to maintain (i) 
a ratio of indebtedness for borrowed money, 
excluding subordinated debt, to Effective Net 
Worth of not more than 4 to 1 and (ii) cash, 
certain investments and net receivables at least 
equal to 110% of total liabilities. At January 31, 
1985 all of the above requirements were met. 


In Thousands 

July 31, 
1984 

January 31, 
1985 

15.25% senior sinking fund notes due December 1994 (less unamortized discount: 

1984—$505; 1985—$473) with annual payments of $1,197 beginmngjune 1988 

$ 11,463 

$ 11,495 

14.25% senior sinking fund notes due December 1994 (less unamortized discount: 

1984—$1,791; 1985—$1,678) with annual payments of $1,845 beginning June 1988 

16,655 

16,768 

9.75% senior sinking fund notes due October 1993 (less unamortized discount 1984— 
$6,909, 1985—$6,442) with annual payments of $3,600 beginning October 1988 

23,091 

23,558 

6.50% convertible subordinated debentures (Series A) due April 1987; convertible into 
common stock at $41.67 per share 

1,895 

1,895 

6 50% convertible subordinated debentures (Series B) due December 1987; convertible 
into common stock at $45.45 per share 

4,841 

4,840 

5.25% first mortgage notes (Series A) due April 1989 (less unamortized discount: 

1984—$326; 1985—$269) with quarterly principal and interest payments of $171 

2,529 

2,318 

8.25% senior notes of GFC due March 1988 with annual payments of $4,000 

16,000 

16,000 

10.50% senior notes ofGFC due December 1991 with annual payments of$3,000 

24,000 

21,000 

8.75% senior subordinated notes of GFC due March 1988 with annual payments of 
$1,000 

4,000 

4,000 

5.50% guaranteed (subordinated) debentures due March 1988 of Genesco World 

Apparel, Ltd. with annual payments of $700; convertible into common stock at $35.82 
per share 

9,393 

9,393 

Total 

113,867 

111,267 

Current portion 

(8,434) 

(8,506) 

Totals 

$105,433 

$102,761 
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In April 1983 the Company exchanged 
$11,968,000 of 15.25% senior sinking fund 
notes and $18,446,000 of 14.25% senior 
sinking fund notes plus warrants to purchase 
shares of the Company’s common stock for 
$30,414,000 of previously outstanding 
10.375% senior sinking fund notes. The 
Company realized a gain of $1,001,000 ($.07 
per common share) on the transaction. 

Long-term debt maturing during each of the 
years ending January 31 is as follows: 1987— 
$9,187,000; 1988—$15,984,000; 1989— 
$23,249,000; and 1990—$9,803,000. 

Under covenants in certain long-term debt 
agreements, GFC is required to maintain 
Adjusted Net Worth (stockholder’s equity less 
deferred note expense) of not less than 
$22,500,000 and Eligible Net Assets (cash, 
certain investments and net receivables) of not 
less than 110% of total liabilities. The 
Company has agreed to maintain GFC’s 
Adjusted Net Worth at not less than 
$22,500,000 and GFC’s earnings before taxes 
and fixed charges at not less than 1.5 times 
fixed charges. At January 31, 1985 all of the 
above requirements were met. 


Capital Leases 

Future minimum lease payments under leases 
capitalized at January 31, 1985 together with 
the present value of the minimum lease 
payments are as follows: 


12 Months Ending January 31 

In Thousands 

1986 

$ 6,131 

1987 

5,564 

1988 

4,609 

1989 

3,770 

1990 

3,336 

Later \ears 

27,689 

Total minimum payments 

51,099 

Amount representing interest 

(24,751) 

Present value ol minimum payments 

26,348 

Curient portion 

(3,243) 

Total 

$ 23,105 


Minimum payments have not been reduced by 
minimum sublease rentals of $3,572,000 due in 
the future under noncancelable subleases. They 
also do not include contingent rentals which 
may be paid under certain retail store leases on 
the basis of a percentage of sales in excess of 
stipulated amounts. Contingent rentals are 
immaterial. 

Operating Leases 

Rental expense under operating leases of 
continuing operations for each of the three 
years ended July 31 and for the six months 
ended January 31, 1985 was as follows: 


In Thousands 

1982 1983 1984 

1985 

Minimum 



rentals 

$23,875 $27,554 $25,831 

$12,414 

Contingent 




5,486 5,015 5,512 

3,202 

Sublease 



rentals 

(1,198) (635) (706) 

(388) 

Totals 

$28,163 $31,934 $30,637 

$15,228 

Minimum rental commitments payable 

in future 

years under noncancelable long-term leases of 

continuing operations are as follows: 


12 Months Ending January 31 

In Thousands 

1986 


$ 23,738 

1987 


22,656 

1988 


18,664 

1989 


14,299 

1990 


12,485 

Later years 


37,153 

Total 


$128,995 


Minimum payments have not been reduced by 
minimum sublease rentals of $ 1,172,000 due in 
the future under noncancelable subleases. In 
addition to minimum rentals, some leases 
provide for the Company to pay real estate 
taxes and other expenses and, in many cases, 
contingent rentals based on sales. 
Approximately 25 percent of the Company’s 
leases contain renewal options. 
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In prior years the Company adopted programs 
to restructure or divest various operations. 
These divestments are now essentially 
completed except for certain payments 
(principally long-term lease and pension 
payments) expected to continue into future 
periods for which provision has been made in 
the consolidated balance sheet. Net gains or 
losses realized from disposition of properties of 
discontinued operations are credited to or 
charged against the provision for discontinued 
operations. 

On May 31, 1983 the Company sold 
substantially all the assets of its Haywood 
division, manufacturers of jeans and casual 
slacks. The sale resulted in a loss of $3,351,000 
which was recorded in the 1983 financial 
statements. 

In 1984 the Company determined its provision 
for discontinued operations to be greater than 
its currently anticipated requirements. The 
provision was reduced by $4,482,000, of which 
$4,306,000 related to discontinued segments of 
the Company’s business and is presented as a 


separate item in the consolidated earnings 
statement. Transactions affecting the total 
current and long-term provision for the three 
years ended July 31 and the six months ended 
January 31, 1985 are: 






Six Months 


Twelve Months Ended July 31, 

Ended 

In Thousands 

1982 

1983 

1984 

1985 

Balance at 
beginning 
of period 
Additional 

$21,649 

$19,981 

$19,896 

$13,843 

provision 
for future 

595 

1,324 

42 

-0- 

provision 
restored 
to income 
Other gains 
(costs) 

(663) 

(1,600) 

(299) 

(1,110) 

(4,482) 

(1,613) 

-O- 

1,00 

Balance at 
End of 
Period 

$19,981 

$19,896 

$13,843 

$15,333 


Proceeds (before expense reductions) from 
divestment of discontinued operations were: 
1982-$20,826,000; 1983-$2,143,000; 
1984-$386,000; and 1985-$935,000. 


Redeemable Preferred Stock 

Shares 

Class Authorized 

July 

1984 

Shares 

January 

1985 

July 

1984 

Amounts 
In Thousands 

January 

1985 

Common 

Convertible 

Ratio 

No 

of 

$4 50 Cumulative 
Convertible Preferred 

8,971 

9,969 

8,971 

$ 997 

$ 897 

4.22 


Subordinated Cumulative 
Convertible Preference 
$6.00 Series B 

161,981 

807 

807 

80 

80 

2.40*' 

> 0 

$6.00 Series C 

269,291 

202 

202 

20 

20 

2.20*' 

► 2 

Subordinated Serial 
Preferred (Cumulative) 
$4.02 Series 2 

395,626 

165,436 

165,436 

10,754 

11,085 


1 

$4.75 Series 5 

122,500 

98,474 

98,474 

9,847 

9,847 

1 61 

1 

Total Redeemable 
Preferred Stock 




$21,698 

$21,929 




* The $4.50 Preferred Stock has no voting rights unless the Company is in arrears with respect to mandatory redemption requirements or is four 
quarters m arrears with respect to the payment of dividends. 

*' Also exchangeable for $100 principal amount of 6 50% Convertible Subordinated Debentures. 
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Cumulative Convertible Preferred 
Stock: 

Stated value—$100 per share; liquidation 
value—$100 per share plus accumulated 
dividends; optional redemption price—$100 
per share. The Company is required to redeem 
998 shares each December 31 at $100 per 
share. Shares which have been purchased or 
otherwise acquired by the Company may be 
credited against the required redemption. 

Subordinated Cumulative Convertible 
Preference Stock: 

Stated value and redemption price for each 
series—$100 per share; liquidation value for 
each series—$100 per share plus accumulated 


dividends. The Company is required to redeem 
the Series B shares on December 31, 1987 and 
the Series C shares on June 30, 1996, both at 
$100 per share. 

Subordinated Serial Preferred Stock 
(Cumulative): 

Stated and redemption values for Series 2 and 
5—$67 and $100, respectively; liquidation 
values for Series 2 and 5—$67 and $100, 
respectively, plus accumulated dividends. At 
January 31, 1985 the Company was in arrears 
with respect to mandatory redemptions of 
Series 2 and 5 in the amounts of $11,085,000 
and $9,800,000, respectively, plus accumulated 
dividends. The liquidation value and the 
redemption price of Series 2 increase by $2 
each calendar year. The annual dividend rate 
with respect to Series 2 is 6 Jo of the then 
prevailing redemption price. 


Non-Redeemable Preferred Stock 

Class 

Authorized 

Julv 

1984 

January 

1985 

Amounts 

In 4 housands 

Julv January 
1984 1985 

Common 

Convertible* 

* of 

$4 25 Series A Subordinated 
Cumulative Convertible 

Preference 

68,943 

600 

600 

S 60 $ 60 


3 

Subordinated Serial Preferred 
(Cumulative) 

$2.30 Series 1 

131,826 

89,286 

89,286 

3,571 3,571 

83 

1 

$4 75 Series 3 

105,875 

80,058 

80,058 

8.006 8,006 

2 11 

2 

$4 75 Series 4 

103,000 

65,648 

65,648 

6,565 6,565 

1.52 

_[ 

$1 50 Subordinated 

Cumulative Preferred 

5,000,000 

105 

105 

3 3 


_ l 

Employees’ Subordinated 

Convertible Preferred 

5,000,000 

929,616 

929,616 

27,889 27,889 

1.00* 

, 

Total Non-Redeemable 

Preferred Stock 




$46,094 $46,094 




* Also convertible into one \haie of Subordinated Cumulative Pteferted Stock 


$4.25 Series A Subordinated 
Cumulative Convertible Preference 
Stock: 

Stated value and redemption price—$100 per 
share; liquidation value—$100 per share plus 
accumulated dividends. 


Subordinated Serial Preferred Stock 
(Cumulative): 

Stated and redemption values for Series 1 are 
$40 per share and for Series 3 and 4 are each 
$100 per share; liquidation values for Series 
1—$40 per share, plus accumulated dividends 
and for Series 3 and 4—$100 per share, plus 
accumulated dividends. 
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$1.50 Subordinated Cumulative 
Preferred Stock: 

Stated and liquidation values and redemption 
price—$30 per share. 

Employees’ Subordinated Convertible 
Preferred Stock: 

Stated and liquidation values—$30 per share. 
Shares are not redeemable. 

Common Stock 

Common stock ($1 par value). Authorized 
40,000,000 shares; issued: July 31, 1984 — 
15,533,398 shares; January 31, 1985— 
15,569,264 shares. There were 488,464 shares 
held in the treasury at July 31, 1984, and 
January 31, 1985. Each outstanding share is 
entitled to one vote at meetings of 
stockholders. At January 31, 1985 common 
shares were reserved as follows: 1,885,337 
shares for conversion of senior securities; 
603,250 shares for the Key Executives Stock 
Option Plan; and 1,781,873 shares for exercise 
of warrants. Warrants to purchase common 
stock were outstanding at January 31, 1985 as 
follows: 144,033 shares at $4.49 per share 
expiringjune 30, 1985; 737,840 shares at $8.00 
per share expiring February 15, 1993; and 
900,000 shares at $ 11.75 per share expiring 
October 15, 1993. 

Restrictions on Dividends and 
Redemptions of Capita! Stock 

Under the Tennessee General Corporation Act 
(the “Act”), dividends may be paid out of 
unreserved and unrestricted earned surplus. 
The Company had an accumulated deficit of 
$4,732,000 in its earned surplus account at 
January 31, 1985. Under the Act, a 
corporation’s earned surplus is restricted to the 
extent earned surplus is used as a measure of its 
right to purchase its own shares, so long as such 
shares are held in its treasury. At January 31, 
1985 the Company held 488,464 shares of 
common stock in its treasury for which there 
was a restriction of $17,857,000 against its 
earned surplus account. 

The Act also permits the payment of dividends 
out of net earnings of the current fiscal year and 


the immediately preceding fiscal year taken as a 
single period. The Company’s consolidated net 
earnings for the fiscal period ended January 31, 
1985 were $4,548,000. 

In addition, cumulative preferred dividends 
may be paid out of capital surplus if there is no 
earned surplus. The Company’s capital surplus, 
determined under the Act, was $36,798,000 at 
January 31, 1985. 

The Company’s charter provides as to each 
class of preferred stock that no dividends may 
be paid and no shares may be redeemed or 
otherwise acquired for value if there are 
dividend or redemption arrearages on any 
senior or equally ranked stock. The order of 
seniority of the various classes is as follows: 
$4.50 cumulative convertible preferred; $4.25 
Series A; $6.00 Series B; $6.00 Series C; $2.30 
Series 1 and $4.02 Series 2; $4.75 Series 3; 

$4.75 Series 4; $4.75 Series 5; $1.50 
subordinated cumulative preferred; and 
employees’ subordinated convertible preferred. 

The indenture relating to the Company’s 
9.75% notes due October 1993 limits dividends' 
and acquisitions of the Company’s capital stock 
afterjuly 31, 1983, with certain exceptions, to 
the aggregate, afterjuly 31, 1983, of 25% of 
the first $10,000,000 of Consolidated Net 
Income, 50% of the next $25,000,000 of 
Consolidated Net Income, 75% of the next 
$25,000,000 of Consolidated Net Income, and 
100% of Consolidated Net Income in excess of 
$60,000,000 plus the net proceeds from the 
issuance or sale of the Company’s capital stock. 
The Company’s revolving credit agreements 
limit dividends and acquisitions of the 
Company’s capital stock afterjuly 31, 1981, 
with certain exceptions, to the aggregate, after 
July 31, 1981, of 50% of consolidated net 
earnings plus the net proceeds from the 
issuance or sale of the Company’s capital stock. 
The principal exceptions to the foregoing 
limitations are fixed dividend and sinking fund 
payments on the Company’s cumulative 
convertible preferred stock and subordinated 
cumulative convertible preference stock and 
exchanges for other shares of capital stock of 
the Company. At January 31, 1985, the 9.75% 
indenture and the revolving credit agreements 
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The indenture relating to the Company’s 
14%% and 15%% notes due December 1994 
contains similar but less restrictive limitations. 

would have permitted dividends and capital 

stock acquisitions aggregating $14,362,000 and Redemption arrearages at January 31, 1985 
$16,614,000, respectively. amounted to $20,885,000. Dividend arrearages 

at January 31, 1985 were as follows: 


Series or Class of Stock 

Date Dividends 
Paid to 

Arrearage a 
Per Share 

January 31, 1985 
Aggregate 

$2.30 Series 1 

January 31, 1975 

$23.00 

$ 2,053,578 

$4.02 Series 2 

January 31, 1975 

33 90 

5,808,280 

$4.75 Series 3 

January 31. 1975 

47.50 

3,802,755 

$4.75 Series 4 

January 31, 1975 

47 50 

3,118,280 

$4.75 Series 5 

January 31, 1975 

47 50 

4,677,515 

$1.50 Suboidinated 

January 31, 1975 

15 00 

1,575 

Total 



$19,261,983 


Changes in the Shares of the Company’s Capital Stock 



Common 

Preferred 


Stock 

Stock 

Issued at July 31, 1981 

13,143,123 

1,927,380 

Settlement of lawsuits 

1,672,275 

(167,458) 

Redemption of $4.50 Preferred 

-0- 

(998) 

Exchanged for debentures 

-0- 

(6,469) 

Treasury shares retired 

-0- 

(303,537) 

Issued at July 31, 1982 

14,815,398 

1,448,918 

Settlement of lawsuits 

(14) 

-0- 

Redemption of $4 50 Preferred 

-0- 

(998) 

Exchanged for debentures 

-0- 

(6,705) 

Options and warrants exeicised 

92,701 

-0- 

Issued at July 31, 1983 

14,908,085 

1,441,215 

Redemption of $4.50 Preferred 

-0- 

(998) 

Exchanged for debentures 

-0- 

(16) 

Issued with debt offering 

600,000 

-0- 

Options and warrants exercised 

25,313 

-0- 

Issued at July 31, 1984 

15,533,398 

1,440,201 

Redemption of $4.50 Preferred 

-0- 

(998) 

Options and warrants exeicised 

35,866 

-0- 

Issued at January 31, 1985 

15,569,264 

1,439,203 

Less treasury shares 

488,4.64 

-0- 

Outstanding at January 31,1985 

15,080,800 

1,439,203 
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Income tax expense is composed of the following: 




Twelve Months Ended 
Julv 31, 

Six Months 
Ended 
January 31, 
1985 

In Tliouwmh 

1982 

1983 

1984 

U S. federal 

S -0- 

$ -0- 

S 3,395 

$ 172 

Canadian-operations: 

Current 

3,544 

1,714 

3,792 

2,256 

Deferred 

(349) 

(222) 

371 

(200) 

-withholding taxes 

Current 

463 

417 

146 

70 

Deferred 

2,500 

567 

(332) 

392 

Slate 

694 

184 

262 

110 

Total income taxes 

6,852 

2,660 

7,634 

2,800 

Extraordinary credit—U S federal 

-0- 

-0- 

(3,395) 

(172) 

Net Income Tax Expense 

$6,852 

$2,660 

$ 4,239 

$2,628 


The U.S. federal income tax provisions on 
pretax earnings are offset by the extraordinary 
credits which reflect utilization of net operating 
loss carryforwards resulting from losses 
incurred by U.S. operations in prior years. 

Deferred Canadian withholding taxes are 
amounts which will become payable upon the 
expected repatriation of certain Canadian 
earnings. On August 16, 1984 the U.S. and 
Canadian governments ratified a tax treaty 
which, among other things, reduced from 15% 
to 10% the withholding tax rate that will apply 
to earnings the Company plans to repatriate. 
The effect of this rate reduction was recorded 
in 1984 and reduced previously accrued 
withholding taxes by $1,253,000, resulting in a 
net withholding tax benefit in 1984 of 
$332,000. No provision has been made for the 
balance of accumulated Canadian earnings 
because the Company considers these earnings 
to be permanently reinvested in Canada. 

The Company has net operating loss 
carryforwards available to offset future U.S. 
taxable income as follows: 


Expiration Date 

In Thousands 

January 31, 1992 

S 1,655 

January 31, 1993 

18,410 

January 31, 1996 

6,915 

January 31, 1998 

4,188 

January 31, 2000 

1,372 

Total Net Operating Loss Carryforwards 

$32,540 


In addition to its net operating loss 
carryforwards, the Company has recorded in its 
financial statements other losses and expenses 
amounting to $43,133,000 which will be 
deductible for federal income tax purposes in 
future years. These timing differences include 
pension expense, transactions affecting the 
provision for discontinued operations and 
numerous smaller items. 


Pension expense of the Company sponsored 
pension plan amounted to $5,235,000 in 1982, 
$4,656,000 in 1983, $4,230,000 in 1984, and 
$2,116,000 in 1985. Accumulated plan benefits 
and plan net assets as of December 31, 1982 
and December 31, 1983 (the date of the most 
recent actuarial valuation) are presented below: 


In Thousands 

1982 

1983 

Actuarial present value of ac¬ 
cumulated plan benefits: 
Vested 

Nonvested 

$80,299 

1,265 

$79,922 

779 

Totals 

$81,564 

$80,701 

Net Assets Available for Ben- 

$63,818 

$65,705 


The weighted average assumed rate of return 
used each year in determining the actuarial 
present value of accumulated plan benefits was 
eight percent. 
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The options outstanding at January 31, 1985 
were held by 94 individuals as follows: 


The information presented above does not 
include amounts applicable to discontinued 
operations, as the liability for such future 
pension costs is included in the provision for 
discontinued operations (Note 9). 

The Company also contributes to a 
multiemployer pension plan covering most 
hourly-paid employees of the Company’s 
tailored clothing operations. Actuarial 
calculations have not been made to determine 
the Company’s portion of the excess of the 
actuarial present value of accumulated plan 
benefits over the net assets of the plan available 
for such benefits. 

In addition to providing pension benefits, the 
Company provides certain health care for early 
retirees and life insurance benefits for retired 
employees. The cost of retiree health care and 
life insurance benefits is recognized as expense 
as claims are paid. For 1985, those costs totaled 
$633,000. 


The stockholders of the Company have 
approved several stock option and purchase 
plans enabling employees to purchase shares of 
common or employees’ preferred stock. These 
are the Key Executives Stock Option Plan, 
under which key executive employees selected 
by the Compensation Committee of the Board 
of Directors were granted stock options, and 
Employees’ Incentive Plans A and B. 

Activity under the Key Executives Stock Option 
Plan was as follows: 


Jul\ 31. January 31, 
1984 1985 

Options outstanding at begin- 



ning ol period 

301,000 

456,750 

Options granted 

206,500 

189,500 

Options exercised 

(21,750) 

(28,375) 

Options expired 

(29,000) 

(14,625) 


Options outstanding at end of 


period 

Shares reserved for future 

456,750 

603,250 

options* 

205,500 

-O- 

Total Shares Reserved 

662,250 

603,250 


*Vndn the provisions of the Plan, no options could be slanted after 
December 1. 1984 


Expiration Date 

Subject 
to Option 

Option 

Price 

Exercisable 
as of 
Januaiv 31, 
1985 

November 30, 1985 

40,000 

$5.13 

40,000 

April 9, 1990 

75,000 

3.00 

75,000 

October 20, 1990 

25,000 

4.75 

25,000 

November 2, 1990 

7,500 

5 00 

7,500 

July 21, 1991 

15,000 

8.50 

11,250 

October 26, 1992 

61,500 

4.63 

30,750 

August 23, 1993 

25,000 

8.75 

6,250 

October 11, 1993 

165,250 

9.75 

41,313 

October 9, 1994 

189,000 

6.50 

-0- 

Totals 

603,250 


237,063 


Payments on Employees’ Incentive Plans A and 
B stock purchase accounts have been 
indefinitely deferred. Employee stock purchase 
accounts under both stock purchase plans 
amounted to $17,481,000 and $17,384,000 at 
July 31, 1984 and January 31, 1985, 
respectively, and were secured at January 31, 
1985 by 800,284 employees’ preferred shares 
and 23,724 common shares. No further sales o" 
shares under Plans A and B are contemplated. 


The Company, GFC and certain former 
employees of the Company are co-defendants 
in a class action brought in 1970 on behalf of 
shareholders of a former customer of the 
Company against the former customer and 
others. The complaint alleges violations of the 
Federal securities laws and that the Company 
and GFC were “controlling persons” of the 
former customer and are thereby liable for its 
actions. The Company is a defendant in other 
litigation involving routine matters incidental 
to its business. In the opinion of management, 
the ultimate disposition of pending litigation 
will not have a materially adverse effect on the 
consolidated financial statements. 
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Divested operations consist of the Haywood 
and Baron’s divisions which were sold in May 
and September 1983, respectively. 


In Thousands 

1982 

Twelve Months Endedjuly 31, 

1983 1984 

Six Months 
Ended 
January 31, 
tees 

Salas to Unaffiliatod Customers: 

Footwear: 

Shoes and accessories: 

Retail- 

US.A 

$158,250 

$172,328 

SI 88,932 

$ @6,679 

Canada 

62,438 

72,406 

74,667 

37,305 

Total retail 

220,688 

244,734 

263,599 

133,984 

Wholesale and manufacturing. 

U.S.A 

208,142 

185,327 

182,636 

80,691 

Canada 

22,523 

18,099 

17,098 

6,728 

Total wholesale and manufacturing 

230,665 

203,426 

199,734 

87,419 

Total footwear 

451,353 

448,160 

463,333 

221,403 

Men’s apparel- 

Tailored clothing 

130,281 

119,849 

109,289 

57,797 

Hosiery 

30,663 

31,709 

31,847 

18,172 

Total men’s apparel 

160,944 

151,558 

141,136 

75,969 

Divested operations 

52,508 

40,043 

1,795 

_o- 

Totals 

$664,805 

$639,761 

$606,264 

$297,372 


Pretax Earnings (Loss): 

Footweat: 

Shoes and accessories. 

Retail: 

U.S.A. 

Canada 

$ 5,890 
4,024 

$ 7,225 
3,919 

$ 13,554 
6,488 

$ 5,791 

4,013 

Total retail 

9,914 

11,144 

20,042 

9,804 

Wholesale and manufacturing. 

U.S.A. 

2,727 

4,909 

8,009 

1,130 

Canada 

2,311 

1,364 

2,583 

440 

Total wholesale and manufacturing 

5,038 

6,273 

10,592 

1,570 

Total footwear 

14,952 

17,417 

30,634 

11,374 

Men’s apparel 

13,604 

6,198 

7,844 

4,465 

Interest expense 

(13,699) 

(14,591) 

(12,517) 

(6,117) 

Corporate expenses 

(6,490) 

(5,887) 

(7,326) 

(2,546) 

Divested operations 

(416) 

(3,449) 

43 

-O- 

Totals 

$ 7,951 

$ (312) 

$ 18,678 

$ 7,176 
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welve Months Endcdjulv 31, 

Six Months 
Ended 

In Thousands 

1982 

1983 

1984 


1985 

Assets: 

Footwear: 

Retail: 

U.S.A. 

S 56,793 

S 55,590 

3 62,709 

$ 

66,752 

Canada 

24,327 

24,630 

20,192 


18,924 

Total retail 

81,120 

80,220 

82,901 


85,676 

Wholesale and manufacturing: 

U.S.A. 

99,473 

89,777 

91,372 


79,814 

Canada 

7,410 

6,611 

6,947 


6,026 

Total wholesale and manufacturing 

106,883 

96,388 

98,319 


85,840 

Total footwear 

188,003 

176,608 

181,220 


171,516 

Men's apparel 

115.163 

99,412 

99,957 


92,860 

Corporate assets 

27,756 

40,838 

46,954 


56,938 

Divested operations 

25,269 

10,320 

1,310 


1,235 

Totals 

3356,191 

$327,178 

3329,441 

$322,549 

Depreciation and Amortization: 

Footwear 

3 7,440 

$ 8,215 

S 7,849 

$ 

3,797 

Men’s apparel 

2,029 

2,140 

2,028 


1,115 

Corpoiatc 

389 

353 

153 


86 

Divested operations 

696 

811 

44 


~0~ 

Totals 

3 10,554 

S 11,519 

3 10,074 

$ 

4,998 


Additions to Plant, Equipment and Capitalized 
Lease Rights: 


Footwear 

3 11,415 

S 6,678 

3 5,243 

$ 

3,942 

Men's apparel 

2,519 

10,081 

2,176 


1,057 

Corporate 

1,911 

249 

94 


50 

Divested operations 

1,431 

1,129 

12 


-O- 

Totals 

S 17,276 

S 18,137 

3 7,525 

$ 

5,049 
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In Thousands 

3 Months 
October 

3 Months 
lanuars 

3 Months 

3 Months 
lulv 

Period 

Net sales 

1985 

1984 

S152,712 
152,353 

$144,660 

155,271 

$145,765 

$152,875 

$297,372 

606,264 

1983 

167,195 

164,482 

154,222 

153,862 

639,761 

Gross margin 

1985 

1984 

S 54,909 
55,450 

$ 50,532 
59,057 

$ 53,647 

3 55,688 

$105,441 

223,842 

1983 

52,504 

56,537 

49,608 

54,613 

213,262 

Pretax earnings (loss) 

1985 

1984 

$ 5,338(1) 

3,555 

$ 1,838 

7,011 

$ 1.314(2) 

$ 6,798 

$ 7,176 
18,678 

1983 

(2,180) 

2,239 

(6,100) (3) 

5,729 

(312) 

Earnings (loss) before discontin¬ 
ued operations and extraordi- 

1985 

1984 

S 2,746 
1,622 

$ 1,630 
3,619 

$ 742 

$ 5,061(4) 

$ 4,376 
11,044 

1983 

(2,873) 

785 

(6,101) 

5,217 

(2,972) 

Earnings (loss) before extraordi¬ 
nary credits 

1985 

1984 

$ 2,746 
1,622 

$ 1,630 
3,619 

$ 5,048(5) 

$ 5,061 

$ 4,376 
15,350 

1983 

(2,873) 

785 

(6,101) 

5,217 

(2,972) 

Net earnings (loss) 

1985 

1984 

$ 4,214 

2,261 

$ 334 

4,667 

$ 5,238 

$ 6,579 

$ 4,548 
18,745 

1983 

(2,873) 

785 

(5.100K6) 

5,217 

(1.971) 

Earnings (loss) per common share 
(after preferred dividend re¬ 
quirements). 

Primary: 

Before discontinued operations 
and extraordinary credits 

1985 

1984 

$ .14 
$ 07 

$ .07 
$ .20 

$ .01 

$.29 

$ .22 
$ .57 

1983 

$(.23) 

$ .01 

$ (.46) 

$.32 

$(.36) 

Before extraoidinarv credits 

1985 

1984 

$ 14 
$ 07 

$ .07 
$ .20 

$ .29 

$.29 

$ .22 
$ .86 

1983 

$ (.23) 

$ 01 

$ (.46) 

$.32 

$(.36) 

Net earnings (loss) 

1985 

1984 

$ .24 
$ 12 

3 (.01) 

$ .27 

$ 30 

$.39 

$ .23 
$1.08 

1983 

$(.23) 

$ .01 

$ (.39) 

$.32 

$ (-29) 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 



3 Months 
October 

3 Months 
January 

3 Months 

3 Months 

July 

Total 

Fiscal 

Fully diluted: 

Before discontinued operations and ex¬ 
traordinary credits 

1985 

1984 

$ .14 
$ .07 

$ 07 
$ 19 

S .01 

$.28 

$ .21 

S .55 

1983 

$(.23) 

$ 01 

$(.46) 

$.30 

$ (.36) 

Before extraordinary credits 

1985 

1984 

$ .14 
$ .07 

$ 07 
$ 19 

S .28 

$.28 

$ .21 

S .81 

1983 

$(.23) 

$ .01 

$(.46) 

$.30 

$(.36) 

Net Earnings (loss) 

1985 

1984 

$ .23 
$ .11 

$(.01) 

$ .25 

$ .29 

$37 

$ .22 
$1.02 

1983 

$(.23) 

$ .01 

3(39) 

$30 

$ (.29) 


(1) Includes income of SI,069,000from modification of paywll tax allocation (Xote 1) 

(2) Includes SI.204,000 loss on write-doum offixed assets. 

(3) Includes S3,351,000 loss on divested operations (Xote 9) 

(■}) Includes income of SI,253,000fiom reversal of tax accruals (Xote 11) 

(5) Includes income of S-l,306,000 fiom excess provision for discontinued operations (Xote 9) 

(6) Includes SI,001,000 gam on letnemenl of debt (Xote 7) 


The financial information presented below 
illustrates the estimated effects of inflation in 
accordance with Statement of Financial 
Accounting Standards No. 33, as amended by 
Statement No. 82. The method used is based 
on assumptions and estimates having 
limitations due to the subjective nature of the 
estimating process and, therefore, the resulting 
measurements should be viewed with caution 
and not viewed as indicative of future financial 
results of the Company. 

Current cost data is based upon historical 
financial statements adjusted for changes in 
specific prices. Only cost of goods sold and 
depreciation expense are required to be 
adjusted in determining income from 
operations. 

The current cost of inventories represents the 
cost of purchasing such inventory at period-end 
prices. Cost of goods sold under the current 
cost method represents estimated prices in 
effect at date of sale. The current cost of plant, 
equipment and capitalized lease rights are 


estimates of what the Company’s existing assets 
would cost at January 31, 1985. The current 
cost of depreciation and amortization expense 
as well as gains or losses on sale of property are 
estimates based upon the current cost of the 
underlying assets. Depreciation and 
amortization expenses were calculated using 
the same methods and rates as those used in the 
historical financial statements. Indexing was 
used in estimating the current cost amounts. 
These values represent the estimated current 
costs of existing assets and do not consider 
technological improvements and efficiencies 
associated with the normal replacement of 
productive capacity. 

Statement 33 prohibits the modification of 
income tax expense for any timing differences, 
allocations or adjustments that may result from 
applying the different methods in preparing the 
supplementary data. 

The gain from the decline in purchasing power 
of net monetary liabilities is a measure of 
inflation’s impact on monetary items. Net 
monetary assets (or liabilities) include cash, 
claims to cash and amounts owed, which are 
fixed in terms of number of dollars to be 
received or paid. The gain is calculated by 
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measuring the effect on purchasing power for 
the period attributable to general inflation, 
having taken into account net balances of 
monetary liabilities at the beginning and end of 
the period and transactions for the period. This 


is not a realized gain and does not represent 
funds available for dividends and capital. 

The statement of consolidated earnings 
adjusted for changing prices for the six months 
ended January 31, 1985 follows: 


In.Average 1985 Dalian 

In Thousands 

As Included in the Primary 
Statements 

Adjusted for Changes in 
Specific Prices (Current Costs) 

Net sales 

S297.372 

S297.372 

Cost of goods sold 

190,071 

190,213 

Depreciation and amorti/ation 

4,998 

6,925 

Other operating expenses 

89,730 

89,730 

Interest expense 

6,117 

6,117 

Other income 

587 

587 

Gain (loss) on sale of properties 

133 

(370) 

Pretax earnings 

7,176 

4,604 

Income taxes 

2,800 

2,800 

Earnings before extraordinary credit 

4,376 

1,804 

U.S. federal income tax 

172 

172 

Net earnings 

S 4,548 

S 1,976 

Other Information 

Purchasing power gam from holding net 
monetary liabilities during the period 


$ 1,092 

Increase in specific prices of inventories 
and plant, equipment and capitalized 
lease rights held during the period* 


$ 669 

Less effect of increase in general price 


3,616 

Decrease in current costs over increase 
m the general price level 


$ (2,947) 


* On January 31, 1985 the current cost of inventory was SI29,757,000 and the current cost ofplant, equipment, and capitalized lease rights net 
of accumulated depreciation and amoilizatwn was SI 12,195,000 


The information included in the comparison of 
selected supplementary financial data adjusted 
for the effects of general inflation is expressed 
in average 1985 constant dollars as measured 
by the Consumer Price Index for All Urban 
Consumers. As required, net sales and market 
price per common share at period-end are 
presented for each of the periods shown, with 
earnings before discontinued operations and 


the gain in purchasing power of net amounts 
owed being presented for 1981-1985. Net 
assets at period-end are preferred stocks, 
common stocks and other stockholders’ equity 
as reported in the primary financial statements, 
adjusted to reflect the excess of the current cost 
amounts for inventory and plant, equipment 
and capitalized lease rights over the respective 
historical/nominal dollar amounts. 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


The comparison of selected supplementary 
financial data adjusted for the effects of 
changing prices for the four years ended July 31 
and six months endedjanuary 31, 1985 follows: 


In Average 1985 Dollars 

1981 

1982 

1983 

1984 

1985 

Net sales 

$796,861 

$738,698 

$683,613 

$624,101 

$297,372 

Current Cost Information: 

Earnings (loss) before discontinued 
operations 

6,327 

(6,623) 

(14,107) 

3,250 

1,804 

Per share data—primary 

.20 

(.69) 

(1 14) 

.05 

.05 

Increase (decrease) in specific prices of 
inventories and properties over increase 
in the general price level 

(5,213) 

(10,098) 

749 

(4,183) 

(2,947) 

Net assets at period-end 

162,150 

148,427 

139,005 

155,694 

155,331 

Other Information: 

Purchasing power gain from holding net 
monetary liabilities during the period 

18,541 

9,026 

2,761 

3,952 

1,092 

Market price per common share at 
period-end 

11.82 

4.30 

8.82 

6.06 

6.48 

Average consumer price index 

261.8 

283 4 

294.7 

305.9 

314.9* 


All figures ate in thousands except amounts pei shaie and price index 


* Estimated average 


Securities Information-Common Stock 

(Mew York and Midwest Stock Exchanges) _ 



1 SI 

t Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 


High 

Low 

High 

Low 

High 

Low 

High 

Low 

1983 

4% 

3% 

5% 

4% 

8 

4% 

10% 

7% 

1984 

10% 

7% 

9 

6% 

7% 

5% 

8% 

5% 

1985 

7% 

6 

6% 

5% 






Approximate number of common stockholders of record. 24,000 
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@enesco 

Board of Directors 


Nelson C. Andrews 
President 

Brookside Properties, Inc. 

(Real Estate Investor 
& Developer) 

Nashville, Tennessee 

Sidney Davidson 
Arthur Young Distinguished 
Service Professor 
Graduate School of Business 
University of Chicago 
Chicago, Illinois 

John Diebold 
Chairman and President 
The Diebold Group, Inc. 

(Management Consultants) 
New York, New York 

Harry D. Garber 
Vice Chairman 
The Equitable Life Assurance 
Society of the United States 
New York, New York 

Richard W. Hanselman 
Chairman, President and 
Chief Executive Officer 
Genesco Inc. 

Nashville, Tennessee 

Pierre A. Rinfret 
President 

Rinfret Associates, Inc. 

New York, New York 



Kenneth L. Roberts 
Chairman and Chief Executive 
Officer First American 
Corporation and Chairman 
First American National Bank 
of Nashville 
Nashville, Tennessee 

Richard A. Voell 
President and 
Chief Executive Officer 
The Rockefeller Group 
(Real Estate and 
Communications) 

New York, New York 

Edward E. Watson 
Retired Chairman and Chief 
Executive Officer The Boston 
Store, and Retired Vice 
President, Federated 
Department Stores 
Milwaukee, Wisconsin 

David K. Wilson 
Chairman, Cherokee Equity 
Corporation 

(Diversified Holding Co.) 
Nashville, Tennessee 

Toby S. Wilt 
President 

Hillsboro Enterprises, Inc. 
(Investment Holding Co.) 
Nashville, Tennessee 


Committees of the 
Board of Directors 


Audit 

Sidney Davidson, Chairman 
Nelson C. Andrews 
Harry D. Garber 
Toby S. Wilt 

Compensation 

Edward E. Watson, Chairman 
Nelson C. Andrews 
John Diebold 
Richard A. Voell 

Executive 

Richard W. Hanselman, 
Chairman 
Sidney Davidson 
Pierre A. Rinfret 
Kenneth L. Roberts 
Edward E. Watson 
David K. Wilson 

Finance 

Kenneth L. Roberts, Chairman 
Harry D. Garber 
David K. Wilson 
Toby S. Wilt 

Nominating 

David K. Wilson, Chairman 
Richard W. Hanselman 
Richard A. Voell 
Edward E. Watson 

Public Policy 

Pierre A. Rinfret, Chairman 
Nelson C. Andrews 
John Diebold 
Toby S. Wilt 
Director Emeritus 
William M. Blackie 
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Genesco 

Executive Officers 


Richard W. Hanselman 
Chairman, President and 
Chief Executive Officer 

Larry B. Shelton 
Executive Vice President 
President and 
Chief Executive Officer 
The Greif Companies 

William S. Wire II 
Senior Vice President — 
Finance 

Thomas B. Clark 
Vice President and 
General Counsel 

Richard L. Daniels 
Vice President 
General Manager, 

Footwear Operations and 
Wholesale Divisions 

William Dragon, Jr. 

Vice President 
General Manager, 

Johnston & Murphy Group 

James S. Gulmi 

Vice President and Treasurer 

Jack V. Gunion 

Vice President 

President, U.S. Retail Group 

Don R. Martin 
Vice President- 
Human Resources 

William C. O’Connor 
Secretary 



Genesee at a Glance: 


U.S. Footwear 

12 shoe plants making such 
brands as: 

Johnston & Murphy 

Jarman 

Laredo 

Wrangler 

Charm Step 

East Street 

Mitre 

739 shoe stores, including: 

Johnston &C Murphy 

Jarman 

Hardy 

Foot Scene 

Flagg 

7 plants producing leather, 
chemicals, packaging, and 
footwear components 

Canadian Footwear 

3 shoe plants making such 
brands as: 

Jarman 

Ritchie 

349 shoe stores, including: 
Aggies 

Agnew Surpass 


Even’s Apparel 

5 plants producing tailored 
clothing such as: 

Lanvin of Paris 
Chaps by Ralph Lauren 
Kilgour, French & Stanbury 
Polo University Club by 
Ralph Lauren 

Colours by Alexander Julian 

Donald Brooks 

Phoenix 

Oleg Cassini 

Rafael 

Perry Ellis 

2 plants producing men’s and 
women’s hosiery such as: 
Camp 

Christian Dior 
Anne Klein 
Jordache 


Genesco Inc. is an equal 
opportunity employer and 
employs approximately 
11,500 people. 
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Corporate Information 


Corporate Office 
Genesco Park 

Nashville, Tennessee 37202 
(615) 367-7000 

Cable Address 
GENCORP Nashville 

Telex Number 

Nashville, Tennessee 55 4405 

Transfer Agent and Registrar 
Common and Preferred Stocks 
For information or assistance 
regarding individual stock 
records, transactions, change 
of address, or stock certifi¬ 
cates, contact: 

Morgan Guaranty Trust 
Company of New York 
Stock Transfer Department 
30 West Broadway 
New York, New York 10015 
(212) 587-6469 

Independent Accountants 
Price Waterhouse 
First American Center 
Nashville, Tennessee 37238 


Form 10-K 

Each year Genesco files with 
the Securities and Exchange 
Commission a Form 10-K 
report which contains more 
detailed information. Any 
stockholder who would like to 
receive a copy or who would 
like extra copies of any 
Genesco shareholder publica¬ 
tion should send a request to: 
Manager 

Corporate Public Relations 
Genesco Inc. 

Genesco Park, Room 478 
Nashville, Tennessee 37202 
(615) 367-8281 

New York Stock Exchange 
Symbol: GCO 
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-/ Joljinston & Murphy 


'The' Busixtes of GenIesoq' 


:’:pcncsc«>;<'perations compete with' domestic- . 
manufacturers .and importers .from around - 
the world fop a share of the Xortfr American 
market for - footwear and men’s apparel. • - - - 
Expcirts represent a small percentage ol sales. 


Genescp is.an equal ; >rtunir,v employer."/ 

■ and employs some* 10,0QCS people. _ 



' A^-.one/of the leadihg^foot,wear marketers in 
-.’•North' America, Gchesco supplies shoes' for 

- rhen,\wiwuen and children-as.well ascertain 
footwear materials and .components.. In add]- = 
tionto its.'dvfn' brands^-the Cbrnpany sells • 

1 these products underthe private labels ’of- ' - 
./some customers. The- Company .a Iso has .j05/. 
’■ shoe kpres mid/leased shoe departments in . .. 

. the.G-S.. and Canada. Products sold-in these . 

- locations, come from/thfe Company's. own • 

plahts'and from other domestic and interna- 
t-ronal resources'. : ' e . ; - . 


/Genescd £s~also' one of the. leading makers, of , 
-.hette.r grade mens tailored clothing and . / 
. hosiery 4iV the U.-S.- / .- . ^ - 


:. Bob Cox joinedOenescos 
]ohnstdn}& Muxphy'recdil d|frfr 
. siori. in Jd.fl984-as stare mar^ . 
,- ager-atihe Plaza Frohieiiac - • /- 
Store in St: Louis, Missouri. • -' 
Sales inhis .three-yeamild store '' 
^ cife'43% dhizad of last year .-a - 

- Pari'oftMtincrease is due to • 

; neV emphasis on uvmen’s ' : 

' ; 5 hoes, which note- account jar ; 

■ about t2%of sales.'The rest is ■' 
a restdtof Bob’s commitment to , 
basic salesmanship. He and ' ' 
Iiirida Biutth, eissistantmanager*' . 
>aredediedtedfogLuingcm- / ; ■ ■ 
' xamers “every opportunity iff .■ \ 

Jucdtitm and gixil service, '• . ; 

- johpsron & r Muiphy;has the '.. 

. hey, to'sttccessfnlshoe retailing. •' 
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he of the first jiving labels 
'fiich Geriescds GriefQimpa- 
ies began d&vehping ten years 
>n um Lanvin of Paris. Since 
i inception, Lanvin has stood 
nr international fashion leader- 
up qnd qiktlity inatetials and" 
’urkmanship. Lanvins Xh> 
iiiles CoUecti(^i for fajl 1 986 
mimiies. that tradition with, - 
othing like this Suit, crafted q) 
superb imported arrdonnet ■, 


nnelle which captures the 






Genesco Inc. and Consolidated Subsidiaries 

Dollar Amounts in thousands except per share amounts 

12 months ended January 31, 



1986 

1985 

Percent 

Change 

Sales 

$538,486 

$596,012 

-10% 

Pretax Earnings (Loss) 

(29,834) 

15,288 

N/A 

Net Earnings (Loss) 

(33,929) 

16,365 

N/A 

Net Earnings (Loss) Per Share 




Primary 

(2.39) 

.94 

N/A 

Fully Diluted 

(2.39) 

.89 

N/A 

Working Capital 

140,661 

178,172 

-21% 

Current Ratio 

3,1 

3.9 

-21% 

Common Shares Outstanding 

15,098,821 

15,080,800 


Number of Stores 

1,052 

1,088 

-3% 

Sales and Pretax Loss 
by Business Segment 

12 months ended January 31, 



*Sales of divested operations are excluded from all years 
**Includes the provisions for tailored clothing and footwear restructurings 
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_ Letter to Shareholders: 



Even though we were prepared for a difficult year, 
last year’s results were still very disappointing. For 
the year ended January 31, 1986, Genesco had 
a net loss of $33.9 million. This loss includes 
approximately $20.4 million in special restructuring 
and environmental clean-up charges. 

The fourth quarter loss, which included a $6.2 
million special charge relating to environmental 
proceedings, led to a breach and subsequent 
cancelation by the Company of its $15 million 
revolving credit agreement. 

More recently we have obtained a commitment for a 
loan to our real estate subsidiary, which will make 
available approximately $5,000,000 additional cash 
and will help meet our cash needs, but it alone is 
not enough. In addition to our cash needs, we also 
need to have commercial letters of credit available to 
us to support our substantial import requirements. 

To meet these needs, we are seeking new credit 
arrangements in a reduced amount from our banks 
and other sources. We have also decided to sell our 
Camp hosiery business and other assets to raise cash. 
I recommend you read note 18 to cur financial 
statements for a fuller discussion of this concern. 


In recent months there have been a number of 
board and executive officer changes. William 
Dragon, Jr. and Larry B. Shelton, Executive Vice 
Presidents of Genesco, and I were appointed to the 
Board of Directors during the year. In January, 1986 
Richard W. Hanselman, Genesco Chairman and 
CEO for the past 5'/2 years, resigned and Pierre A. 
Rinfret, a director for 17 years also resigned. At that 
time, David K. Wilson, a director since 1975 was 
named Chairman and I was elected President. Two 
months later Mr. Wilson, Nelson C. Andrews and 
Kenneth L. Roberts resigned as directors of Genesco 
due to a potential conflict of interest. On March 26, 
I was named to the additional post of chairman and 
CEO. 

Despite all these changes and the serious nature of 
some of our liquidity problems, I have been greatly 
encouraged by our management team’s response. We 
have a group of talented, dedicated managers who 
are now being given the latitude to run their 
businesses with a renewed focus on product 
merchandising and selling. 
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Two of our more troubled divisions-The Greif 
Companies (Genesco’s tailored clothing division) and 
the U.S. Retail Group (the Jarman, Hardy and Root 
Scene chains) have been revamped under new 
leadership. Organizational and personnel changes 
have impacted both these divisions in the last couple 
of years, but new management teams are now in 
place. It is in these divisions most of all that product 
merchandising and renewed sales efforts are expected 
to pay off. George Chrislu, a 25 year veteran in the 
footwear industry came to Genesco in May, 1985 
and was named President of the U.S. Retail Group 
in July of that year. Norman Fryman, who has 33 
years experience in the tailored clothing industry, 
joined Genesco as President of The Greif 
Companies in February, 1986. Both of these men 
have had successful careers with outstanding 
companies before they accepted positions with 
Genesco, and they are both making immediate 
contributions to the revitalizing of their respective 
businesses. We are happy to have them. 

Any mention of good things about your company 
should begin with Genesco’s Canadian operations 
headed by S. James Rutherford, who was elected an 
Executive Vice President of the Company in March, 
1985. He and his colleagues in Canada turned in a 
remarkably successful performance in the year just 
ended. The Company’s Canadian operations have 
long been well-managed and profitable, and I expect 
another solid performance in the year ending 
January 31, 1987. Also our Jarman leased department 
footwear retail operation in the U.S. increased its 
sales and earnings over last year. 

While we have taken some of the needed actions to 
improve the performance of our businesses, our 
financial results will not reflect this improvement 
before next fall, at the earliest. We believe this year 
will show improvement over last year, particularly in 
the second half. But because of the lag time 
involved, we still expect to report a loss for the year, 
although a much smaller one than last year’s. We 
have not lost sight of our primary objective—to 
return Genesco to consistent and predictable 
profitability. 

Despite recent setbacks, Genesco is fortunate in 
having dedicated and capable employees, profitable 
retail outlets and an array of fine products. A few 
examples of Genesco at its best are presented 
elsewhere in this report. 


Genesco has at its core a number of high potential 
businesses run by able managers. My job as chief 
executive officer will be to create the right 
environment, to encourage and provide the 
Company’s managers with the means by which they 
can realize the full potential of their businesses, to 
communicate the standards by which they and their 
businesses will be judged and to carefully monitor 
their performance and hold them responsible for 
meeting those standards. Though not apparent to 
many who have followed the Company in recent 
years, I am convinced that we have the management 
team to lead us through this difficult time. 

We extend many thanks to all our employees, 
customers, suppliers, and stockholders for your 
continued support. Together, we will work to restore 
Genesco to profitability. 


William S. Wire, II 

Chairman, President and Chief Executive Officer 
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Consolidated Earnings 7 


Genesco Inc. and Consolidated Subsidiaries 
In Thousands 


Years Ended January 31, 

1986 

1985 

1984 

Net sales 

$538,486 

$596,012 

$615,708 

Cost of sales 

351,073 

381,236 

396,980 

Gross margin 

187,413 

214,776 

218,728 

Selling, general and administrative expenses 

186,271 

187,191 

191,390 

Interest expense, net 

12,551 

12,352 

13,506 

Other income (expense) 

2,001 

55 

(286) 

Loss on divested operation 

-0- 

-0- 

(3,351) 

Operating income (loss) 

(9,408) 

15,288 

10,195 

Provision for: 




Tailored clothing restructuring 

(4,462) 

-0- 

-0- 

Footwear restructuring 

(9,764) 

-0- 

-0- 

Environmental proceedings 

(6,200) 

-0- 

-0- 

Pretax earnings (loss) 

(29,834) 

15,288 

10,195 

Income taxes 

5,976 

5,109 

5,838 

Earnings (loss) before discontinued operations and extraordinary credits 

(35,810) 

10,179 

4,357 

Excess provision for future losses of discontinued operations 

1,881 

4,306 

-0- 

Earnings (loss) before extraordinary credits 

(33,929) 

14,485 

4,357 

Extraordinary credits: 




U.S. federal income tax 

-0- 

1,880 

1,687 

Extinguishment of debt 

-0- 

-0- 

1,001 

Net Earnings (Loss) 

$ (33,929) 

$ 16,365 

$ 7,045 


Earnings (loss) per common share (after preferred dividend requirements): 
Primary: 


Before discontinued operations and extraordinary credits 

$ 

(2.51) 

$ 

.53 

$ 

.15 

Before extraordinary credits 

$ 

(2.39) 

$ 

.81 

$ 

15 

Net earnings (loss) 

$ 

(2.39) 

$ 

.94 

$ 

.33 

Fully diluted: 

Before discontinued operations and extraordinary credits 

$ 

(2.51) 

$ 

.50 

$ 

.15 

Before extraordinary credits 

$ 

(2.39) 

$ 

.76 

$ 

.15 

Net earnings (loss) 

$ 

(2.39) 

$ 

.89 

$ 

.32 
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Business Segment 'Information 


Genesco Inc. and Consolidated Subsidiaries 
In Thousands 


Years Ended January 31, 

1986 

1985 

1984 

Sales to Unaffiliated Customers: 

Footwear: 

Shoes and accessories: 

Retail: 

U.S.A. 

$180,574 

$187,284 

$182,638 

Canada 

70,258 

69,593 

75,852 

Total retail 

250,832 

256,877 

258,490 

Wholesale and manufacturing: 

U.S.A. 

148,824 

178,021 

184,421 

Canada 

14,792 

15,055 

17,142 

Total wholesale and manufacturing 

163,616 

193,076 

201,563 

Total footwear 

414,448 

449,953 

460,053 

Men’s apparel: 

Tailored clothing 

94,819 

114,556 

106,367 

Hosiery 

29,219 

31,503 

31,754 

Total men’s apparel 

124,038 

146,059 

138,121 

Divested operations 

-0- 

-0- 

17,534 

Totals 

$538,486 

$596,012 

$615,708 

Pretax Earnings (Loss): 

Footwear: 

Shoes and accessories: 

Retail: 

U.S.A. 

$ (697) 

$ 11,224 

$ 11,370 

Canada 

7,061 

6,204 

5,452 

Total retail 

6,364 

17,428 

16,822 

Wholesale and manufacturing: 

U.S.A. 

1,227 

6,171 

8,722 

Canada 

3,141 

1,838 

1,613 

Total wholesale and manufacturing 

4,368 

8,009 

10,335 

Total footwear 

10,732 

25,437 

27,157 

Men’s apparel: 

Tailored clothing 

(2,421) 

5,139 

3,478 

Hosiery 

2,389 

3,244 

3,490 

Total men’s apparel 

(32) 

8,383 

6,968 

Provision for tailored clothing restructuring 

(4,462) 

-0- 

-0- 

Provision for footwear restructuring 

(9,764) 

-0- 

-0- 

Provision for environmental proceedings 

(6,200) 

-0- 

-0- 

Interest expense 

(12,551) 

(12,352) 

(13,506) 

Corporate staff and other corporate expenses 

(7,557) 

(6,161) 

(7,051) 

Divested operations 

.0- 

(19) 

(3,373) 

Totals 

$(29,834) 

$ 15,288 

$ 10,195 
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I Managennent’s Discussion and - 

Analysis of Financial Condition and 
^ Results of Operations . _ V 



This discussion should be read in conjunction with 
the financial summary on page 10 and the business 
segment information in Note 15 and on page 5. 

Recent Developments and Trends 
For the fiscal year ended January 31,1986 (“Fiscal 
1986”), the Company had a pretax loss of $29,834,00(5, 
compared to pretax earnings of $15,288,000 in the 
twelve-month period ending January 31,1985. 
Company sales for Fiscal 1986 were $538,486,000 
compared to $596,012,000 in 1985, a decline of 
$57,526,000. The Fiscal 1986 loss includes a $4,462,000 
charge to earnings to restructure its men’s tailored 
clothing manufacturing operations, a $9,764,000 
charge to restructure its U.S. footwear operations, a 
$6,200,000 provision for environmental proceedings 
(see Note 14 to the financial statements included in 
Item 8) and an $830,000 write-down of footwear retail 
inventories. Results for Fiscal 1986 benefited by 
$1,053,000 from a change in actuarial assumptions 
used in computing pension expense and $1,881,000 
from recognition of an excess provision made in prior 
years for losses from discontinued operations. 

A slump in tailored clothing sales, which began in 
fiscal year 1983, continued through Fiscal 1986. In 
response to the sales decline, the Company in July 
1985 adopted the plan referred to above to reduce its 
tailored clothing manufacturing capacity. This 
capacity reduction plan had no material impact on 
earnings in Fiscal 1986, but is expected to reduce costs 
in future years. Tailored clothing backlog at March 28, 

1986, consisting primarily of both spring and fall 1986 
orders, was 3.3% less than at March 29,1985. 

The Company’s U.S. footwear manufacturing and 
wholesale operations continued to be adversely 
affected by record high levels of imports, leading to 
underutilized manufacturing capacity and 
underabsortion of overhead. In response, the 
Company adopted the footwear restructuring plan 
referred to above that is designed to bring the 
Company’s productive capacity in line with projected 
sales. In addition, the Company is closing 60 
unprofitable retail stores and is phasing down a 
wholesale division. The projected costs are $5,411,000 
for the plant closings and phase-down of the wholesale 
division, which had $8,114,000 of sales in Fiscal 1986, 
and $4,353,000 for the retail store closings. 

As a result of continued weakness in the Company’s 
U.S. footwear and tailored clothing operations, the 
Company expects to incur a substantial net loss in the 
first six months of the fiscal year ending January 31, 

1987. 


ResuEits off Operations 

Year Ended January 31,1986 
U.S. footwear retail produced a pretax loss of 
$5,050,000 (including the $4,353,000 charge for retail 
store closings), compared to a pretax profit of 
$11,224,000 for the twelve-month period ending 
January 31,1985. Sales decreased $6,710,000 (4%), 
while unit sales decreased 10%. The decline in 
earnings is primarily attributable to reduced gross 
margins (attributed to both lower sales and higher 
mark-downs) and to higher operating expenses which, 
excluding the $4,353,000 charge for retail store 
closings, increased 4% principally because of increases 
in division administrative expenses. The Company’s 
U.S. retail operations continue to experience 
difficulties which are related to changes effected in a 
reorganization of a large part of those operations in 
August 1984. 

Canadian footwear retail generated pretax earnings of 
U.S. $7,061,000, compared to U.S. $6,204,000 last year. 
Sales in Company-owned shoe stores increased 13%, 
while unit sales increased 2%. The increase in pretax 
earnings resulted from the increase in sales and a 
decrease in operating expenses as a percentage of sales. 
During the year the Company completed its planned 
withdrawal as a leased department operator in 
Canada. 

U.S. footwear manufacturing and wholesale 
operations, including raw materials, produced a pretax 
loss of $4,184,000 (including the $5,411,000 charge for 
plant closings and the phase-down of a wholesale 
division), compared to a pretax profit of $6,171,000 last 
year. Sales were $29,197,000 (16%) less than last year, 
while unit sales decreased 24%. The decline in both 
unit and dollar sales in all wholesale lines, except for 
the athletic shoe line which increased in both dollar 
and unit sales. The discontinued Wrangler casual shoe 
line accounted for 23% of the dollar sales decline and 
36% of the unit sales decline. The decline in earnings, 
excluding the $5,411,000 charge, is due to reduced sales 
and gross margins in the wholesale divisions and to 
volume-related underabsorbed overhead in the 
manufacturing plants. 

Canadian footwear wholesale operations produced 
pretax earnings of U.S. $3,141,000 compared to U.S. 
$1,838,000 last year. Sales declined U.S. $263,000 (2%), 
although unit sales increased 1%. Pretax earnings from 
operations increased 75% due to improved gross 
margins resulting from improved manufacturing 
efficiencies. Pretax earnings for financial reporting 
purposes increased only 71% because of a reduction in 
nonoperating exchange gains this year versus last year. 
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Men’s apparel operations produced a pretax loss of 
$4,494,000 (including the $4,462,000 restructuring 
charge), compared to pretax earnings of $4,465,000 last 
year. Tailored clothing accounted for 90% of the 
decrease. Total men's apparel sales were $22,021,000 
(15%) lower than last year. Sales of hosiery were 7% 
lower than last year, and sales of tailored clothing were 
17% lower than last year. The earnings decline, 
excluding the restructuring charge, was due to volume- 
related underabsorption of manufacturing overhead. 

Interest expense (net of interest income) was 2% higher 
than last year. Decreased interest income, resulting 
from a reduction in cash available for short-term 
investment, and lower rates on cash that was invested 
were the primary causes of the increased interest 
expense. The decreased interest income was partially 
offset by a decline in interest expense, resulting from a 
reduction in long-term debt and from the absence of 
short-term debt during Fiscal 1986. 

For a discussion of the effects of inflation on the 
Company’s operations, see Note 17. 

Six Months Ended January 31,1985 
Effective January 31,1985, the Company changed 
its fiscal year-end from July 31 to January 31. This 
discussion covers the six-month period ended January 
31,1985 (“Fiscal 1985”) in comparison with the six 
months ended January 31,1984. Results for the six- 
month periods are not necessarily indicative of results 
for a full year. 

The Company had pretax earnings of $7,176,000 in 
Fiscal 1985 compared to $10,566,000 in the comparable 
period ended January 31,1984, a decrease of 32%. 
Pretax earnings for Fiscal 1985 benefited from a 
$1,178,000 ($.08 per share) expense reduction resulting 
from a modification of the Company’s method of 
allocating U.S. payroll taxes within its fiscal periods to 
reflect payroll taxes as incurred, rather than prorating 
them over a 12-month period. This modification will 
result in somewhat greater expense in the first part of 
each calendar year. 

U.S. retail footwear pretax earnings decreased 
$2,330,000 (29%) from $8,121,000 in the six months 
ended January 31,1984 to $5,791,000 in Fiscal 1985. 
Sales decreased $1,648,000 (2%), and unit sales 
decreased 3%. Operating expenses increased 4% 
principally because of increases in store rents, 
advertising and display, and administrative expenses. 

Canadian retail footwear pretax earnings decreased 
U.S. $284,000 (7%), sales declined U.S. $5,074,000 
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(12%), and unit sales decreased 17%, all of which were 
attributable to the Company’s decision to terminate its 
leased department operations in a chain of discount 
stores in Canada. Sales in Company-owned shoe 
stores increased by 6%. 

U.S. wholesale footwear operations including raw 
materials produced pretax earnings of $1,130,000 in 
Fiscal 1985 compared to $2,968,000 in the comparable 
period ended January 31.1984, a reduction of 62%. 
Sales were $4,615,000 (5%) less than the six-month 
period ended January 31,1984. Unit sales decreased 
15%. The decline in both unit and dollar sales was 
attributable primarily to a reduction in private label 
sales to mass merchandisers. The reduction in earnings 
was due to reduced wholesale sales and to 
underabsorbed overhead resulting from a reduced level 
of production in the manufacturing plants. 

Canadian wholesale footwear operations pretax 
earnings declined U.S. $745,000 (63%). Sales declined 
U.S. $2,043,000 (23%). The reduction in earnings was 
due to reduced wholesale sales and to underabsorbed 
overhead resulting from a reduced level of production 
in the manufacturing plants. 

Men’s apparel pretax earnings increased $539,000 
(14%) over the comparable period ended January 31, 
1984, with tailored clothing accounting for all of the 
increase. Total men’s apparel sales were $4,923,000 (7%) 
higher. Sales of hosiery were slightly less, while sales of 
tailored clothing were 10% higher. Increased tailored 
clothing sales and the resulting absorption of 
manufacturing overhead accounted for the earnings 
improvement, in spite of higher than normal write¬ 
downs of obsolete inventory. 

Corporate expenses decreased $1,165,000 (31%) 
primarily because of the slowdown in the Company’s 
business which resulted in not accruing any 
management incentive compensation and reversing 
that which had been previously accrued. 

Interest expense (net of interest income) was essentially 
the same. The Company had no short-term 
indebtedness outstanding during Fiscal 1985. 

Year Ended July 31,1984 
The Company had pretax earnings of $18,678,000 in 
1984 compared to a loss of $312,000 in 1983. The 
increase, achieved during a favorable economic 
environment, was broadly based throughout all 
segments of the Company’s business. 

During the third quarter ended April 30,1984, 
the Company determined that its provision for 
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Management’s Discussionand 
Analysis^ Financial Condition and ' ' 
Results of Operations, Continued-,, 


discontinued operations established in prior years was 
greater than its currently anticipated requirements. 

The provision was therefore reduced by $4,306,000, 
which was reflected in net income in the third quarter. 

On August 16,1984 the U.S. and Canadian 
governments ratified a tax treaty which, among other 
things, reduced from 15% to 10% the withholding tax 
rate that applied to repatriated earnings. The effect of 
this rate reduction was recorded in 1984 and reduced 
previously accrued withholding taxes by $1,253,000. 

U.S. retail footwear pretax earnings increased 
$6,329,000 (88%) over 1983. Sales increased 
$16,604,000 (10%), and unit sales increased 8%. The 
increase in pretax earnings was due primarily to 
increased sales and improved gross margins. Operating 
expenses increased 6% principally because of increases 
in store rents and compensation of sales personnel. 

Canadian retail footwear pretax earnings increased 
U.S. $2,569,000 (66%). Sales increased U.S. $2,261,000 
(3%), and unit sales increased 6%. The increase in 
pretax earnings resulted from increased sales and 
improved gross margins. Operating expenses were 
slightly less than 1983. 

U.S. wholesale footwear operations produced pretax 
earnings of $3,605,000 compared to $585,000 in 1983. 
The improvement in pretax earnings, which was the 
result of improved gross margins, occurred in every 
division of U.S. wholesale operations, except for the 
Wrangler casual shoe division which the Company 
discontinued. Operating expenses were essentially the 
same as last year. Sales were $11,724,000 (8%) less than 
1983. Unit sales decreased 26%. The decline in both 
unit and dollar sales was attributed primarily to the 
Company’s decision to reduce the amount of low- 
margin, private label sales to mass merchandisers. 

Pretax earnings from raw materials operations were 
slightly higher than 1983, although sales increased 
$9,033,000 (21%). Reduced margins in certain product 
lines and increased operating expenses adversely 
affected the earnings increase. 

Canadian wholesale footwear operations pretax 
earnings increased U.S. $1,219,000 (89%), despite a 
sales decline of U.S. $1,001,000 (6%). The improvement 
in pretax earnings was due to reduced operating 
expenses. The sales decline was attributed to the 
closing of a wholesale division. Sales from continuing 
operations were slightly higher than 1983. 

Men’s apparel pretax earnings increased $1,646,000 
(27%) with tailord clothing accounting for 89% of the 


increase. Total men’s apparel sales were $10,422,000 
(7%) less than 1983. Sales of hosiery were essentially 
the same as 1983. Sales of tailored clothing were 9% 
lower as a result of planned reductions in certain 
product lines, increased import competition and the 
winding down of a major sales contract. Improved 
manufacturing efficiency and reductions in expenses in 
tailored clothing operations, primarily as a result of the 
inclusion in 1983 expenses of substantial costs of 
consolidating two tailored clothing divisions, 
accounted for the earnings improvement. 

Interest expense (net of interest income) decreased 
$2,074,000 (14%) primarily because of decreased short¬ 
term indebtedness. The only short-term indebtedness 
incurred by the Company during 1984 was $5 million 
that Genesco Financial Corporation was required by 
its long-term lenders to have borrowed at all times. 

This requirement was waived in July 1984 and the $5 
million was repaid. A $2.1 million increase in long¬ 
term interest expense in 1984 resulting from long-term 
debt refinancings in March and October of 1983 at 
higher interest rates was more than offset by the 
increase in interest income from invested excess cash. 

Corporate expenses were $1,439,000 (24%) higher in 
1984 than in 1983 and included a write-off of certain 
fixed assets in 1984 whereas 1983 included a 
nonrecurring gain from the redemption of securities 
and income from a lawsuit settlement. 

Year Ended July 31,1983 
The Company had a pretax loss of $312,000 in 1983 
compared to pretax earnings of $7,951,000 in 1982, a 
reduction of $8,263,000. Included in the 1983 results 
was a loss of $3,351,000 on the sale of the Haywood 
division, manufacturers of jeans and casual slacks, and 
a $7,926,000 decline in the Company’s tailored 
clothing operations. The Company’s business in 
general was adversely affected by the depressed 
business environment in the U.S. and Canada. 

U.S. retail footwear operations generated pretax 
earnings of $7,225,000 in 1983 compared to $5,890,000 
in 1982. Net sales increased $14,078,000 (9%), and unit 
sales increased 5%. The increase in earnings was due 
primarily to increased sales and to a lesser degree 
improved gross margin. 

Canadian retail footwear earnings declined U.S. 
$105,000 (3%). Increases in retail store rent, 
compensation of sales personnel (principally in leased 
department operations) and other store related 
expenses contributed to the decline. Sales increased 
U.S. $9,968,000 (16%), primarily as a result of the 
addition of 32 leased departments in a chain of 
discount stores. 
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U.S. wholesale footwear operations produced pretax 
earnings of $585,000 in 1983 compared to a pretax loss 
of $2,779,000 in 1982. The improvement in earnings 
was attributed to significant improvements in results of 
the private label and another wholesale division and in 
manufacturing operations. The decision in 1982 to 
discontinue the Easy Street and Cover Girl lines of 
women’s shoes reduced the losses of these lines from 
$1,449,000 in fiscal 1982 to $117,000 in 1983. Sales were 
$19,252,000 (12%) less than in 1982. Unit sales 
decreased 13%. The discontinued Easy Street and 
Cover Girl lines accounted for $11,492,000 of this sales 
decline. Another factor in the decline in sales was the 
Company’s decision in 1983 to reduce the amount of 
low-margin, private label sales to mass merchandisers. 

Raw materials operations earned $1,182,000 (21%) less 
than in 1982. The major reason for the decline in 
earnings was a $3,563,000 (8%) reduction in sales. 

Sales of leather and cut soles, particularly for military 
footwear and western boots, declined substantially in 

1983. 

In 1983 Canadian wholesale footwear operations 
earned U.S. $947,000 (41%) less than in 1982. Earnings 
were adversely affected by the decline in sales, resulting 
in underabsorbed overhead. Sales declined U.S. 
$4,424,000 (20%). Although sales were adversely 
affected by economic conditions in Canada, 
approximately 65% of the sales decline was attributed 
to the closing of a wholesale division. 

The $9,386,000 (6%) decline in sales of men’s apparel 
was attributed entirely to tailored clothing operations. 
Sales of hosiery increased slightly. Earnings declined 
$7,406,000 (54%). Earnings from tailored clothing 
operations were adversely affected by substantial 
expenses resulting from the consolidation of two 
tailored clothing divisions, by reduced sales and by 
manufacturing inefficiencies. 

Interest expense increased $892,000 (7%) primarily 
because of increased short-term indebtedness. Average 
short-term interest rates declined from 17.4% in 1982 to 
11.5% in 1983. 

Liquidity and Capital Resources 
The following table indicates the decrease in certain 
working capital data at January 31 ,1986 from January 
31, 1985 levels. All amounts are in millions of dollars 
except current ratio. 



January 31 

January 31 




1986 

1985 

Decrease 

(%) 

Cash and Short-Term 





Investments 

$ 23.1* 

$ 42.0* 

$18.9 

(45%) 

Working Capital 

$140.7 

$178.2 

$37.5 

(21%) 

Current Ratio 

3.1 

3.9 

.8 

(21%) 

♦Reflects seasonal peak m cash and short-term investments. 
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Cash and short-term investments currently on hand 
and expected to be generated by operations during 
the fiscal year ending January 31,1987 will not be 
sufficient to finance expected operating losses, working 
capital and other projected cash needs during such 
period. Continued operation of the Company in the 
normal course is dependent on the Company’s ability 
to obtain adequate funding of ongoing operations from 
external or internal sources. 

The Company’s near-term working capital needs 
were expected to have been met under a $15 million 
revolving credit agreement between Genesco and a 
group of 10 commercial banks and a $10 million 
revolving credit agreement between Genesco Financial 
Corporation (“GFC”), a subsidiary which finances 
Genesco’s accounts receivable, and that same bank 
group. As a result of losses incurred by the Company 
in the fourth quarter of Fiscal 1986, the Company 
failed to meet the Tangible Net Worth requirements 
under its credit agreement and on April 3,1986 
terminated that agreement. There were no loans 
outstanding. The revolving credit agreement with 
GFC remains in effect until its expiration on July 31, 
1986. Due to uncertainty regarding the Company’s 
ability to obtain external financing, the Company is 
currently unable to obtain commercial letters of credit 
used to import foreign goods into the United States. 
The Company imports substantial amounts of shoes 
and piece goods for its tailored clothing business. 

A first mortgage loan commitment has been received 
by the Company’s real estate subsidiary which, if 
completed, will make approximately $5 million of 
additional cash available to the Company. 

The Company is also seeking other credit 
arrangements from banks and other sources, but there 
is no assurance that the Company will be successful. 
Any such other credit arrangement will likely involve 
stringent financial and other covenants, the granting 
of security interests in GFC assets and the mandatory 
sale of some Company assets and operations. 
Covenants in Genesco’s and GFC’s long-term debt 
agreements restrict the ability of Genesco and GFC to 
incur additional long-term debt and to grant security 
interests in their assets. See Note 7 for additional 
information regarding such restrictions. 

Apart from any external financing plan, the Company 
is seeking a buyer for its hosiery operations and is 
considering the sale or liquidation of some other 
operations or assets to generate cash for ongoing 
operations. A decision to sell certain operations could 
result in a charge to earnings. 
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Financial Summary 


Genesco Inc. and Consolidated Subsidiaries 


In Thousands except per share amounts 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

1984 

1983 

Twelve Months 
Ended July 31, 
1982 1981 

Results of Operations Data 

Net sales 

$538,486 

$297,372 

$606,264 

$639,761 

$664,805 

$662,490 

Depreciation and amortization 

10,587 

4,998 

10,074 

11,519 

10,554 

10,162 

Pretax earnings (loss) 

(29,834) 

7,176 

18,678 

(312) 

7,951 

26,098 

Earnings (loss) before discontinued 
operations and extraordinary credits 

(35,810) 

4,376 

11,044 

(2,972) 

1,099 

12,748 

Discontinued operations 

1,881 

-0- 

4,306 

-0- 

-0- 

(1,180) 

Extraordinary credits: 

U.S. federal income tax 

■0- 

172 

3,395 

-0- 

-0- 

6,495 

Extinguishment of debt 

-0- 

-0- 

-0- 

1,001 

-0- 

-0- 

Net earnings (loss) 

$ (33,929) 

$ 4,548 

$ 18,745 

$ (1,971) 

$ 1,099 

$ 18,063 

Per Common Share Data 

Earnings (loss) from continuing operations 
Primary 

$ (2.51) 

$ .22 

$ .57 

$ (-36) 

$ (.09) 

$ .75 

Fully diluted 

(2.51) 

.21 

.55 

(.36) 

(.09) 

.71 

Discontinued operations 

Primary 

.12 

-0- 

.29 

-0- 

-0- 

(.10) 

Fully Diluted 

.12 

-0- 

.26 

-0- 

-0- 

(.09) 

Extraordinary credits 

Primary 

-0- 

.01 

.22 

.07 

-0- 

.51 

Fully Diluted 

-0- 

.01 

.21 

.07 

-0- 

.47 

Net earnings 

Primary 

(2.39) 

.23 

1.08 

(.29) 

(.09) 

1.16 

Fully Diluted 

(2.39) 

.22 

1.02 

(.29) 

(.09) 

1.09 

Book value 

.77 

3.40 

3.17 

1.86 

2.01 

1.14 

Balance Sheet Data 

Working capital 

$140,661 

$178,172 

$179,452 

$162,588 

$154,085 

$180,246 

Current ratio 

3.1 

3.9 

3.6 

3.1 

2.5 

2.7 

Total assets 

284,764 

322,549 

329,441 

327,178 

356,191 

379,629 

Notes payable 

-0- 

-0- 

-0- 

5,000 

16,000 

7,000 

Long-term debt* 

103,257 

111,267 

113,867 

121,079 

126,445 

147,457 

Capitalized lease obligations* 

22,411 

26,348 

28,076 

31,786 

22,648 

24,606 

Redeemable preferred stock 

22,161 

21,929 

21,698 

21,469 

21,908 

39,082 

Non-redeemable preferred stock 

29,371 

29,228 

29,133 

29,030 

28,780 

26,936 

Common stockholders’ equity 

31,125 

68,650 

64,865 

41,883 

41,733 

33,847 

Capital expenditures 

9,743 

5,049 

7,525 

18,137 

17,276 

18,964 

Other Data 

Number of stores 

1,052 

1,088 

1,098 

1,157 

1,194 

1,134 

Number of employees 

10,000 

11,500 

12,400 

13,200 

16,000 

18,000 


includes current payments. 


The Company has not paid dividends on its Common Stock since 1973. See Note 10 to the Consolidated Financial Statements for a description of imitations on the Company’s 
ability to pay dividends. 
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The consolidated financial statements presented in this 
report are the responsibility of management and have 
been prepared in conformity with generally accepted 
accounting principles applied on a consistent basis. 
Some of the amounts included in the financial 
information are necessarily based on estimates and 
judgments of management. 

The Company maintains accounting and related 
internal control systems designed to provide, among 
other things, reasonable assurance that transactions are 
executed in accordance with management’s 
authorization and that they are recorded and reported 
properly. An integral part of the control system is an 
internal audit program which regularly reviews the 
internal control systems of the Company and 
coordinates its activity with the examination by the 
Company’s independent accountants. There are 
limitations inherent in all systems of internal control 
and the Company weighs the cost of such systems 
against the expected benefits. 




Controller and 


Chief Accounting Officer 


The financial statements have been examined by our 
independent accountants, Price Waterhouse. Their 
primary role is to render an independent professional 
opinion on the financial statements. Their examination, 
which is performed in accordance with generally 
accepted auditing standards, includes a study and 
evaluation of the Company’s accounting systems and 
internal controls sufficient to express their opinion on 
those financial statements. 

The audit committee of the board of directors, 
composed entirely of directors who are not and have 
never been employees of the company, meets regularly 
with management, the internal auditors and the 
independent accountants to review the results of their 
work and to satisfy itself that their responsibilities are 
being properly discharged. The internal auditors and 
the independent accountants have full and free access 
to the audit committee, and meet with it (with and 
without management present) to discuss appropriate 
matters. 



Vice President 
Finance and Treasurer 



To the Board of Directors and Stockholders of Genesco Inc. 
We have examined the consolidated balance sheet of 


Genesco Inc. and its subsidiaries as of January 31, 
1986 and 1985, and the related consolidated 


statements of earnings, of changes in financial 
position, of additional paid-in capital and of 


accumulated deficit for the year ended January 31, 


1986, for the six months ended January 31, 1985, 
and for each of the two years in the period ended 
July 31, 1984. Our examinations were made in 
accordance with generally accepted auditing 
standards and accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary in the 


circumstances. 


As explained in Note 18 to the financial statements, 
at January 31, 1986 the Company was not in 
compliance with certain covenants contained in its 
revolving credit agreement and subsequently 
terminated to prevent default. The Company is 
currently seeking other sources of short-term 
financing or alternative means of raising funds to 
finance its current operations. Continuation of the 
Company in its present form could be dependent 
upon securing adequate funds to finance current 
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operations. The financial statements do not include 
any adjustments relating to the recoverability and 
classification of recorded asset amounts or the 
amounts and classification of liabilities that might be 
necessary should the Company be unable to 
continue in existence. 

In our opinion, subject to the effects on the 1986 
financial statements of such adjustments, if any, as 
might have been required had the outcome of the 
uncertainty referred to m the preceding paragraph 
been known, the consolidated financial statements 
examined by us present fairly the financial position 
of Genesco Inc. and its subsidiaries at January 31, 
1986 and 1985, and the results of their operations 
and the changes in their financial position for the 
year ended January 31, 1986, for the six months 
ended January 31, 1985 and for each of the two 
years in the period ended July 31, 1984, in 
conformity with generally accepted accounting 
principles consistently applied. 

^ —- 

Price Waterhouse 
Nashville, Tennessee 

February 26, 1986 (except as to Notes 6, 10, 14 and 18, 
which are as of April 29, 1986.) 
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" Consolidated Balance Sheet 


Genesco In c. arid Consolidated Subsidiaries 
In Thousands 


January 31, 

1986 

1985 

Assets 



Current Assets 



Cash 

$ 10,332 

$ 10,554 

Short-term investments (Note 1) 

12,791 

31,426 

Receivables (Note 2) 

59,102 

66,032 

Inventories (Note 3) 

124,038 

129,757 

Prepaid expenses 

2,828 

2,754 

Total current assets 

209,091 

240,523 

Plant, equipment and capitalized lease rights (Note 4) 

69,394 

76,370 

Other assets 

6,279 

5,656 

Total Assets 

$284,764 

$322,549 


Liabilities and Stockholders’ Equity 

Current Liabilities 

Current payments on long-term debt 

Current payments on capitalized lease obligations 

Accounts payable and accrued liabilities (Notes 5 and 12) 

Provision for discontinued operations (Note 9) 

$ 8,484 
3,027 
49,707 
7,212 

$ 8,506 
3,243 
48,784 
1,818 

Total current liabilities 

68,430 

62,351 

Long-term debt (Notes 7 and 10) 

94,773 

102,761 

Capitalized lease obligations (Note 8) 

19,384 

23,105 

Provision for discontinued operations (Note 9) 

14,591 

13,515 

Other long-term liabilities 

4,929 

1,010 

Redeemable preferred stock (Note 10) 

22,161 

21,929 

Non-redeemable preferred stock (Note 10): 

Stated value of issued shares 

46,094 

46,094 

Employee preferred stock purchase accounts (Note 13) 

(16,723) 

(16,866) 

Total non-redeemable preferred stock 

29,371 

29,228 

Common stockholders’ equity (Note 10): 

Par value of issued shares 

15,587 

15,569 

Additional paid-in capital 

79,930 

80,246 

Employee common stock purchase accounts (Note 13) 

(516) 

(518) 

Accumulated deficit 

(38,661) 

(4,732) 

Treasury stock, at cost 

(17,857) 

(17,857) 

Foreign currency translation adjustments (Note 1) 

(7,358) 

(4,058) 

Total common stockholders’ equity 

31,125 

68,650 

Total Liabilities and Stockholders’ Equity 

$284,764 

$322,549 


The accompanying Notes are an integral part of these Financial Statements 
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Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended lulv 31. 
1984 1983 

Net sales 

$538,486 

$297,372 

$606,264 

$639,761 

Cost of sales 

351,073 

191,931 

382,422 

426,499 

Gross margin 

187,413 

105,441 

223,842 

213,262 

Selling, general and administrative expenses 

186,271 

92,868 

192,125 

195,760 

Interest expense, net 

12,551 

6,117 

12,517 

14,591 

Other income (expense) 

2,001 

720 

(522) 

128 

Operating income (loss) 

(9,408) 

7,176 

18,678 

3,039 

Loss on divested operation (Note 9) 

-0- 

-0- 

-0- 

(3,351) 

Provision for: 

Tailored clothing restructuring (Note 9) 

(4,462) 

-0- 

-0- 

-0- 

Footwear restructuring (Note 9) 

(9,764) 

-0- 

-0- 

-0- 

Environmental proceedings (Note 14) 

(6,200) 

-0- 

-0- 

-0- 

Pretax earnings (loss) 

(29,834) 

7,176 

18,678 

(312) 

Income taxes (Note 11) 

5,976 

2,800 

7,634 

2,660 

Earnings (loss) before discontinued operations 
and extraordinary credits 

(35,810) 

4,376 

11,044 

(2,972) 

Excess provision for future losses of discontinued 
operations (Note 9) 

1,881 

-0- 

4,306 

■0- 

Earnings (loss) before extraordinary credits 

(33,929) 

4,376 

15,350 

(2,972) 

Extraordinary credits: 

U.S. federal income tax (Note 11) 

-0> 

172 

3,395 

-0- 

Extinguishment of debt (Note 7) 

-0- 

-0- 

-0- 

1,001 

Net Earnings (Loss) 

$(33,929) 

$ 4,548 

$ 18,745 

$ (1,971) 

Earnings (loss) per common share (after 
preferred dividend requirements—Note 1): 
Primary: 

Before discontinued operations and 
extraordinary credits 

$ (2.51) 

$ .22 

$ .57 

$ (-36) 

Before extraordinary credits 

$ (2.39) 

$ .22 

$ .86 

$ (-36) 

Net earnings (loss) 

$ (2.39) 

$ .23 

$ 1.08 

$ (-29) 

Fully diluted: 

Before discontinued operations and 
extraordinary credits 

$ (2.51) 

$ .21 

$ .55 

$ (-36) 

Before extraordinary credits 

$ (2.39) 

$ .21 

$ .81 

$ (.36) 

Net earnings (loss) 

$ (2.39) 

$ .22 

$ 1.02 

$ (-29) 
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Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

Operations: 

Earnings (loss) before extraordinary credits 

$(33,929) 

$ 4,376 

$ 15,350 

$ (2,972) 

Depreciation and amortization 

10,587 

4,998 

10,074 

11,519 

Provision for discontinued operations, net 

12,345 

-0- 

(4,440) 

1,025 

Other charges to earnings not requiring cash 

5,596 

479 

1,521 

3,027 

Cash provided by (used for) operations before 

extraordinary credits and working capital items 

(5,401) 

9,853 

22,505 

12,599 

Extraordinary credits: 

U.S. federal income tax 

-0- 

172 

3,395 

-0- 

Extinguishment of debt 

-0- 

-0- 

-0- 

1,001 

Cash provided by (used for) operating working 

capital changes* 

10,400 

8,451 

(885) 

20,264 

Cash provided by operations 

4,999 

18,476 

25,015 

33,864 

Investments: 

Additions to plant, equipment and capitalized 

lease rights 

(9,743) 

(5,049) 

(7,525) 

(18,137) 

Proceeds from plant and equipment disposals 

2,188 

480 

2,849 

14,731 

Changes in long-term investments and 

receivables 

523 

(369) 

(U63) 

429 

Cash used for investments 

(7,032) 

(4,938) 

(5,839) 

(2,977) 

Financing: 

Payment of long-term debt 

(9,233) 

(3,212) 

(30,601) 

(15,007) 

Long-term borrowing 

-0- 

-0- 

22,350 

30,414 

Retirement of debt 

-0- 

-0- 

-0- 

(30,414) 

Capital stock and warrants issued and exercised 

82 

172 

7,225 

419 

Preferred stock redemptions and exchanges 

(100) 

(100) 

(101) 

(770) 

Decrease in notes payable 

-0- 

-0- 

(5,000) 

(11,000) 

Payment of capitalized lease obligations 

(4,156) 

(1,818) 

(3,819) 

(3,901) 

Additional capitalized lease obligations 

268 

102 

171 

13,032 

Increase in deferred note expense 

-0- 

-0- 

(1,085) 

(402) 

Other 

(1,605) 

(186) 

(1,539) 

1,218 

Cash used for financing activities 

(14,744) 

(5,042) 

(12,399) 

(16,411) 

Changes in Provision for Discontinued 

Operations 

(2,080) 

1,496 

(474) 

(2,357) 

Increase (Decrease) in Cash and Short-term 

Investments 

(18,857) 

9,992 

6,303 

12,119 

Cash and Short-term Investments—Beginning of 

Period 

41,980 

31,988 

25,685 

13,566 

Cash and Short-term Investments—End of 

Period 

$23,123 

$41,980 

$31,988 

$ 25,685 
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Genesco Inc. and Consolidated Subsidiaries 
In Thousands 


*Cash Provided by (Used for) Operating 
Working Capital Changes 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

Receivables 

$ 6,930 

$ 8,802 

$ 7,801 

$ 14,812 

Inventories 

5,719 

7,835 

(9,688) 

17,754 

Prepaid expenses 

(74) 

134 

(146) 

(1,467) 

Accounts payable and accrued liabilities 

(2,175) 

(8,320) 

1,148 

(10,835) 

Cash Provided by (Used for) Operating 
Working Capital Changes 

$ 10,400 

$ 8,451 

$ (885) 

$ 20,264 


: Consolidated : Additional Paid-InCapital 


Genesco Inc. and Consolidated Subsidiaries 
In Thousands 



Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

Balance at beginning of period 

$ 80,246 

$ 80,440 

$ 74,172 

$ 72,701 

Increase m liquidation value of series 2 stock 

(331) 

(331) 

(331) 

(331) 

Preferred dividends paid 

(48) 

-0- 

-0- 

-0- 

Issuance of common stock 

-0- 

-0- 

4,786 

-0- 

Issuance of stock warrants 

.Q. 

-0- 

1,715 

1,476 

Exercise of stock options and warrants 

63 

137 

98 

326 

Balance at End of Period 

$ 79,930 

$ 80,246 

$ 80,440 

$ 74,172 


Genesco Inc. and Consolidated Subsidiaries 
In Thousands 


Balance at beginning of period 
Net earnings (loss) 

Preferred dividends paid _ 

Balance at End of Period 


Twelve Months Six Months 

Ended Ended Twelve Months 

January 31, January 31, _ Ended July 31, 

_ 1986 _ 1985 1984 1983 

$ (4,732) $ (9,254) $(27,944) $(25,914) 

(33,929) 4,548 18,745 (1,971) 

_ ± _ (26) (55) (59 ) 

$(38,661) $ (4,732) $ (9,254) $(27,944) 
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Note 1 

Summary of Significant Accounting 
Policies 

Basis of Consolidation 

Genesco Inc. and all subsidiaries are included in the 
consolidated financial statements. 

Change in Fiscal Year 

Effective January 31, 1985, the Company changed its 
fiscal ye at end from July 31 to January 31, to more 
closely coincide with other companies in its 
industry. In connection with the fiscal year change, 
the Company modified its method of allocating 
payroll taxes within its fiscal periods to record 
payroll taxes as incurred rather than prorate them 
over the fiscal period. The effect of the modification 
in the method of allocating payroll taxes for the six 
months ended January 31, 1985 was to increase 
earnings before extraordinary credit by $974,000 and 
net earnings by $1,146,000, and earnings per 
common share before extraordinary credit by $.06 
and net earnings by $.08. 

Short-term investments 

Short-term investments are recorded at cost, which 
approximates market value. 

Inventories 

Inventories are stated at the lower of cost or market 
determined, in wholesaling and manufacturing 
divisions, principally by the first-in, first-out method. 
Inventories of retail divisions are determined by the 
retail method. 

Plant, Equipment and Capitalized Lease Rights 
Plant, equipment and capitalized lease rights are 
recorded at cost and are depreciated or amortized 
over the estimated useful life of the related assets. 
Depreciation and amortization expense is computed 
principally by the straight-line method. 

Postemployment Benefits 
Substantially all of the Company’s employees are 
covered by pension plans. The Company sponsored 
plan is funded in accordance with the minimum 
funding standard under the Employee Retirement 
Income Security Act. Pension expense is determined 
pursuant to the requirements of Accounting 
Principles Board Opinion No. 8. Both amounts are 
determined by the Company’s independent actuaries. 
Bor multiemployer plans, the company charges to 
expense the amounts required to be funded by 
collective bargaining agreements. 
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The Company provides certain health care benefits 
for early retirees and life insurance benefits for 
retired employees. Except for employees covered by 
collective bargaining agreements, substantially all 
employees who retire prior to age 65 and meet 
certain other requirements will be eligible for health 
care benefits, and substantially all employees who 
were first employed by the Company before 1980 
and meet certain other requirements will be eligible 
for life insurance benefits upon retirement from the 
Company. The cost of retiree health care and life 
insurance benefits is recognized as expense as claims 
are paid. 

Earnings (Loss) per Common Share 
Primary earnings (loss) per share are computed by 
dividing net earnings (loss), adjusted for preferred 
dividend requirements (1986—$2,083,000; 1985— 
$1,033,000; 1984—$2,330,000; 1983—$2,199,000), by 
average common shares and common share 
equivalents outstanding. In computing fully diluted 
earnings (loss) per share, earnings (loss) and average 
shares are appropriately adjusted for outstanding 
dilutive securities. 

Foreign Currency Translation 
Assets and liabilities of foreign subsidiaries are 
translated at the exchange rate on the balance sheet 
date. Income and expense accounts are translated at 
monthly average exchange rates. Unrealized 
translation adjustments are reported as a separate 
component of stockholders’ equity. Gains and losses 
from certain foreign currency transactions are 
reported as an item of income and resulted in a net 
gain of $1,338,000 for the year ended January 31, 
1986 and $189,000 for the six months ended January 
31, 1985. Unrealized translation adjustments for the 
year ended January 31, 1986 and the six months 
ended January 31, 1985 were: 


In Thousands 

1986 

1985 

Balance at beginning of period 
Unrealized translation adjustments 

$(4,058) 

(3,300) 

$(3,477) 

(581) 

Balance 

t End of Period 

$(7,358) 

$(4,058) 
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Genesco Inc. and Consolidated Subsidiaries 


Note 2 
Receivables 

Genesco sells most of its accounts receivable to 
Genesco Financial Corporation (GFC), a 
wholly-owned consolidated subsidiary. The receivable 
amounts below include amounts sold to GFC as 
follows: 1986—$54,207,000; 1985—$61,841,100. 


In Thousands 

1986 

1985 

Trade accounts receivable 

$61,3 45 

$68,517 

Miscellaneous receivables 

2,017 

362 

Total receivables 

Allowance for bad debts and 

63,362 

68,879 

cash discounts 

(4,260) 

(2,847) 

Net Receivables 

$59,102 

$66,032 

Notes 

Inventories 

In Thousands 

1986 

1985 

Raw materials 

$ 20,823 

$ 24,976 

Work in process 

14,976 

15,699 

Finished goods 

32,029 

31,866 

Retail merchandise 

56,210 

57,216 

Total Inventories 

$124,038 

$129,757 


Note 4 

Plant, Equipment and Capitalized Lease 
Rights 

In Thousands 

1986 

1985 

Plant and equipment: 



Land 

$ 2,415 

$ 2,548 

Buildings and building equipment 

12,636 

13,695 

Machinery, furniture and fixtures 

48,888 

48,221 

Construction in progress 

3,422 

2,740 

Improvements to leased property 

48,945 

47,582 

Capitalized lease rights: 



Land 

1,638 

1,862 

Buildings 

35,530 

38,066 

Machinery, furniture and fixtures 

9,644 

9,726 

Total plant, equipment and 



capitalized lease rights 

163,118 

164,440 

Accumulated depreciation and 



amortization: 



Plant and equipment 

(67,588) 

(63,244) 

Capitalized lease rights 

(26,136) 

(24,826) 

Totals 

$ 69,394 

$ 76,370 


Note 5 

Accounts Payable and Accrued 
Liabilities 


In Thousands 

1986 

1985 

Trade accounts payable 

Accrued liabilities for: 

$ 16,670 

$ 18,656 

Employee compensation 

10,342 

10,017 

Pensions 

3,592 

2,793 

Income taxes 

573 

1,069 

Foreign deferred taxes 

4,723 

3,278 

Other taxes 

3,677 

3,409 

Interest 

2,667 

2,913 

Other 

7,463 

6,649 

Totals 

$ 49,707 

$ 48,784 


At January 31, 1986 and 1985, outstanding checks 
drawn on certain domestic banks exceeded book 
cash balances for those banks by approximately 
$2,514,000 and $4,949,000, respectively. These 
amounts are included in accounts payable. 

Note 6 

Revolving Credit Agreements 

Under revolving credit agreements in effect during the 
year ended January 31,1986, nine U.S. banks and one 
Canadian bank provided commitments for loans to 
Genesco of up to $15,000,000 and to GFC of up to 
$10,000,000. In addition, an agreement with another 
bank provided a combined commitment for revolving 
credit loans to Genesco and GFC of up to $1,000,000. 
Neither Genesco nor GFC had loans outstanding 
under their revolving credit agreements during the 
year. 

Because of Genesco’s inability to comply with the 
Tangible Net Worth requirement in its revolving credit 
agreement as of January 31,1986, the Company on 
April 3,1986 terminated the agreement to avoid a 
Default thereunder. See Note 18 for information 
concerning the Company’s short-term credit needs 
and the actions the Company is considering. 

Under the GFC revolving credit agreement, which 
remains in effect and expires by its terms on July 31, 
1986, Genesco is required to maintain GFC’s Effective 
Net Worth at not less than $31,770,000 minus any 
future dividends paid. GFC is required to maintain (i) 
a ratio of indebtedness for borrowed money, excluding 
Subordinated Debt, to Effective Net Worth of not 
more than 4 to 1 and (ii) cash, certain investments and 
net Receivables at least equal to 110% of total liabilities. 
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Nets 6 

Revolving Credit Agreements, Continued 

All of the GFC requirements were met at January 31, 
1986. 

GFC’s revolving credit agreement provides for interest 
on outstanding loans payable quarterly at the 
Corporate Base Rate in effect from time to time and 


commitment fees payable quarterly at the rate of Vi of 
1% per annum on the daily unused portion of the 
commitments. Compensating balance arrangements 
provide for GFC to maintain collected funds on 
deposit in each bank which, over a calendar year, 
average 10% of the bank’s commitments plus 10% of 
the average borrowings under the commitments. 


Note? 

Long-Term Debt 


In thousands 


1985 


15.25% senior sinking fund notes due December 1994 (less unamortized discount: 1986—$409, 1985—$473) with 
annual payments of $1,197 beginning June 1988 

14.25% senior sinking fund notes due December 1994 (less unamortized discount: 1986—$1,452; 1985—$1,678) 
with annual payments of $1,845 beginning June 1988 

9.75% senior sinking fund notes due October 1993 (less unamortized discount. 1986—$5,509, 1985—$6,442) with 
annual payments of $3,600 beginning October 1988 

6.50% convertible subordinated debentures (Series A) due April 1987; convertible into common stock at $41.67 
per share 

6.50% convertible subordinated debentures (Series B) due December 1987, convertible into common stock at 
$45 45 per share 

5.25% first mortgage notes of Tennessee Ravenwood Properties due April 1989 (less unamortized discount: 

1986—$161; 1985—$269) with quarterly pnncipal and interest payments of $171 

8.25% senior notes of GFC due March 1988 with annual payments of $4,000 

10.50% senior notes of GFC due December 1991 with annual payments of $3,000 

8.75% senior subordinated notes of GFC due March 1988 with annual payments of $1,000 

5.50% guaranteed (subordinated) debentures due March 1988 of Genesco World Apparel, Ltd. with annual 
payments of $700; convertible into common stock at $35.82 per share 


$ 11,559 

16,994 

24,491 

1,895 

4,841 

1,777 

12,000 

18,000 

3,000 


$ 11,495 
16,768 
23,558 
1,895 


2,318 

16,000 

21,000 

4,000 


Total 

103,257 

111,267 

Current portion 

(8,484) 

(8,506) 

Totals 

S 94,773 

$102,761 


In April 1983 the Company exchanged $11,968,000 
of 15.25% Senior Sinking Fund Notes and 
$18,446,000 of 14.25% Senior Sinking Fund Notes 
plus warrants to purchase shares of the Company’s 
common stock for $30,414,000 (82%) of previously 
outstanding 10.375% Senior Sinking Fund Notes. 
The Company realized a gain of $1,001,000 ($.07 per 
common share) on the transaction. 

Long-term debt maturing during each of the years 
ending January 31 is as follows: 1988—$15,974,000; 
1989—$23,238,000; 1990—$9,800,000; and 1991— 
$9,641,000. 

The indentures under which the Company’s 15.25%, 
14.25% and 9.75% Senior Sinking Fund Notes were 
issued (the “Indentures”) prohibit the incurring of 
Senior Funded Debt by the Company and Funded 
Debt by any Restricted Subsidiary, except debt to the 
Company or a wholly-owned Restricted Subsidiary or 
in a refinancing operation, unless, after giving effect 


thereto, Consolidated Net Tangible Assets are at least 
250% of Consolidated Senior Funded Debt and 200% 
of Consolidated Funded Debt. At January 31, 1986, 
the Indentures would have permitted the incurring of 
an additional $10,900,000 of Senior Funded Debt. 
Revolving credit debt is not restricted, even if 
renewable or extendible at the option of the obligor to 
a date more than one year after it was incurred. The 
Indentures, subject to certain exceptions, prohibit the 
creation or assumption of liens upon any properties or 
income or profits therefrom, without equally securing 
the Notes. 

The note agreements under which the GFC 8.25% and 
10.50% Senior Notes and 8.75% Senior Subordinated 
Notes were issued (the “Note Agreements”) prohibit 
GFC from becoming or remaining liable on (i) Senior 
Indebtedness exceeding 400% of the sum of 
Subordinated Indebtedness and the Borrowing Base; 
(ii) Senior Funded Indebtedness exceeding 240% of 
the sum of Subordinated Indebtedness and the 
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Genesco Inc. and Consolidated Subsidiaries 


Note 7 

Long-Term ESebi, continued 

Borrowing Base; (iii) Senior Subordinated 
Indebtedness exceeding 60% of the sum of Junior 
Subordinated Indebtedness and the Borrowing Base; 
(iv) Junior Subordinated Indebtedness exceeding 50% 
of the Borrowing Base; and (v) Indebtedness 
represented by commercial paper exceeding the 
aggregate lending commitment (exclusive of 
outstanding loans) under firm bank lines of credit. At 
January 31,1986, the Note Agreements would have 
permitted the issuing of an additional $74,300,000 of 
Senior Indebtedness, $32,600,000 of Senior Funded 
Indebtedness, $10,800,000 of Senior Subordinated 
Indebtedness, $11,500,000 of Junior Subordinated 
Indebtedness and $10,000,000 of commercial paper 
Indebtedness. The Note Agreements prohibit loans by 
GFC to the Company exceeding $500,000. The Note 
Agreements, subject to certain exceptions, prohibit the 
creation or assumption of liens upon any property or 
assets of GFC or its subsidiary. 

Under covenants in the Note Agreements, GFC 
is required to maintain Adjusted Net Worth 
(stockholder’s equity less deferred note expense) of not 
less than $22,500,000 and Eligible Net Assets (cash, 
certain investments and net receivables) of not less 
than 110% of total liabilities. The Company has agreed 
to maintain GFC’s Adjusted Net Worth at not less 
than $22,500,000 and GFC’s earnings before taxes and 
fixed charges at not less than 1.5 times fixed charges. 

At January 31,1986 all of the above requirements were 

The indenture under which the 5.25% first mortgage 
notes of Tennessee Ravenwood Properties, Inc., a 
wholly-owned subsidiary of the Company, were issued 
prohibits Tennessee Ravenwood Properties, Inc. from 
becoming or remaining liable on any other funded 
debt. 

Note 8 

Commitments Under Long-Term Leases 

Capital Leases 

Future minimum lease payments under leases 
capitalized at January 31, 1986 together with the 
present value of the minimum lease payments are as 
follows: 
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12 Months Ended January 31, 

In Thousands 

1987 

$ 5,456 

1988 

4,536 

1989 

3,688 

1990 

3,233 

1991 

2,996 

Later years 

24,194 

Total minimum payments 

44,103 

Amount representing interest 

(21,692) 

Present value of minimum payments 

22,411 

Current portion 

(3,027) 

Total 

$ 19,384 

Minimum payments are not reduced by 

minimum 

sublease rentals of $1,475,000 due in the future under 

noncancelable subleases. They also do n 

ot include 

contingent rentals which may be paid under certain 
retail store leases on the basis of a percentage of 
sales in excess of stipulated amounts. Contingent 

rentals are immaterial. 


Operating Leases 


Rental expense under operating leases of continuing 
operations for the twelve months and six months 
ended January 31, 1986 and 1985, respectively and 
for the two years ended July 31, 1984 and 1983 was 

as follows: 


/n Thousands 1986 1985 

1984 1983 

Minimum rentals $24,962 $12,414 $25,831 $27,554 

Contingent rentals 5,615 3,202 

5,512 5,015 

Sublease rentals (594) (388) 

(706) (635) 

Totals $29,983 $15,228 $30,637 $31,934 

Minimum rental commitments payable i 

n future 

years under noncancelable long-term leases of 

continuing operations are as follows: 


12 Months Ended January 31, 

In Thousands 

1987 

$ 24,391 

1988 

23,273 

1989 

19,095 

1990 

14,602 

1991 

12,352 

Later years 

33,283 

Total 

$126,996 


Minimum payments are not reduced by minimum 
sublease rentals of $749,000 due in the future under 
noncancelable subleases. Most leases provide for the 
Company to pay real estate taxes and other expenses 
and contingent rentals based on sales. Approximately 
20 percent of the Company’s leases contain renewal 
options. 
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Note 9 

Provision for Discontinued Operations, 
Continued 

a charge to earnings of $4,462,000 to cover the 
restructuring, of which $3,799,000 was for future 
consolidation costs and $663,000 was for asset 
writedowns. 

In prior years the Company adopted programs to 
restructure^ divest various operations. Net gains or 
losses realized from disposition of properties of 
discontinued operations are credited to or charged 
against the provision for discontinued operations. 

In January 1986 and ApiU 1984, the Company 
determined the provisions established in prior years 
to be greater than anticipated requirements. In 1986, 
the provisions were reduced by $1,881,000. In 1984, 
the provisions were reduced by $4,482,000, of which 
$4,306,000 related to discontinued segments. 

On May 31, 1983 the Company sold substantially all 
the assets of its Haywood division, manufacturers of 
jeans and casual slacks. The sale resulted in a loss of 
$3,351,000 which was recorded in the 1983 financial 
statements. 

Transactions affecting the total current and 
long-term provisions are: 

In Thousands 

Twelve Months Six Months 
Ended Ended 

January 31, January 31, 
1986 1985 

Twelve Months 
Ended July 31, 
1984 1983 

In October 1985 the Company adopted a plan to 
reduce its U.S. footwear manufacturing capacity and 
overhead, to close certain marginal retail stores, and 
to restructure its Jarman wholesale operation. This 
decision resulted in a charge to earnings of 
$9,764,000, of which $6,731,000 was for future 
consolidation costs and $3,033,000 was for asset 
writedowns. 

Balance at 
beginning of 

Additional 
provision for 
future losses 

Excess provisior 

Other gams 
(losses) 

$15,333 $13,843 

10,530 -0- 

(1,881) -0- 

(2,179) 1,490 

$19,896 $19,981 

42 1,324 

(4,482) (299) 

(1,613) (1,110) 

In July 1985 the Company provided for the 
restructuring of its men’s tailored clothing 

Balance at 

Period 

$21,803 $15,333 

$13,843 $19,896 

manufacturing operations. This provision resulted in p roceeds (before expense reductlons) from divestment 

of discontinued operations were: 1986 —$102,000; 
1985—$935,000; 1984—$386,000; and 1983- 
$2,143,000. 

Note 10 

Redeemable Preferred Slock and Other Capital Stock 

Redeemable Preferred Stock 


Issued at January 31, 




Amounts Common No. 

Class Authorized 1986 

1985 1 986 1985 

Ratio* Votes 

$4.50 Cumulative Convertible Preferred 

7,973 7,973 

8,971 $ 797 $ 897 

4.22 *** 

Subordinated Cumulative Convertible Preference 
$6.00 Series B 
$6.00 Series C 

161,981 807 

269,291 212 

807 80 80 

202 21 20 

2.40** 2 

2.20** 2 

Subordinated Serial Preferred (Cumulative) 

$4.14 Senes 2 
$4.75 Senes 5 

395,626 165,436 
122,500 98,474 

165,436 11,416 11,085 
98,474 9,84 7 9,847 

- 1 

1.61 1 

Total Redeemable Preferred Stock 


$22,161 $21,929 



' The conversion rights of holders of subordinated serial preferred stock, senes 5, were suspended in 1975 and the conversion rights of holders of $4 50 cumulative 
convertible preferred stock and subordinated cumuionve convertible preference stock were suspended effective as of Apnl 30, 1986 because of provisions in the 
Company's charter restricting the acquisition of shares (see ‘‘Restrictions on Diwtleiuls and Redemptions of Capital Slock 1 ' below) 

* Also exchangeable for $100 prmapal amount of 6 50% Convertible Subordinated Debentures However, as a result of the omission of dividends on shares of $4 50 
cumulative convertible pre/erred stock and subordinated cumulative convertible preference stock normally payable m Apnl 1986, the Company intends to suspend the 
rights of exchange effective as of April 30, 1986 m accordance uuh provisions in the Company’s charter restricting the acquisition of shares (see "Restrictions on 
Dividends and Redemptions of Capital Stock" below), 

* The $4.50 cumulative convertible preferred stock normally has no voting rights, but if the Company is in arrears with respect to mandatory redemption requirements or 
is four quarters m arrears u/ith respect to the payment of dividends, holders of such stock have the nght to elect two persons to the board of directors. Dividends on such 
stock were suspended February 26, 1986 
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Genesco Inc. and Consolidated Subsidiaries 


Note 10 

Redeemable Preferred Stock 
and Other Capital Stock; continued 


Cumulative Convertible Preferred Stock: 

Stated value—$100 per share; liquidation value—$100 
per share plus accumulated dividends; optional 
redemption price—$100 per share. The Company is 
required to redeem 998 shares each December 31 at 
$100 per share, unless there are dividend arrearages 
on such stock. Shares which have been purchased or 
otherwise acquired by the Company may be credited 
against the required redemption. 

Subordinated Cumulative Convertible Preference 
Stock: 

Stated value and redemption price for each series— 
$100 per share; liquidation value for each series— 
$100 per share plus accumulated dividends. The 


Company is required to redeem the Series B shares 
on December 31, 1987 and the Series C shares on 
June 30, 1996, both at $100 per share, unless there 
are dividend arrearages on such stock or dividend or 
redemption arrearages on senior stock. 

Subordinated Serial Preferred Stock (Cumulative): 
Stated and redemption values for Series 2 and 
5—$69 and $100, respectively; liquidation values for 
Series 2 and 5—$69 and $100, respectively, plus 
accumulated dividends. The liquidation value and 
the redemption price of Series 2 increase by $2 each 
calendar year. The annual dividend rate with respect 
to Series 2 is 6% of the then prevailing redemption 
price. 


Non-Redeemable Preferred Stock Issued at January 31, 

Amounts Common No. 

Shares _ Shares In Thousands Convertible of 


Class 

Authorized 

1986 

1985 

1986 

1985 

Ratio* Votes 

$4.25 Series A Subordinated Cumulative Convertible 

Preference 

68,943 

600 

600 

$ 60 

$ 60 

3 

Subordinated Serial Preferred (Cumulative) 

$2.30 Series I 

131,826 

89,286 

89,286 

3,571 

3,571 

.83 1 

$4.75 Series 3 

105,875 

80,058 

80,058 

8,006 

8,006 

2.11 2 

$4.75 Series 4 

103,000 

65,648 

65,648 

6,565 

6,565 

1.52 1 

$1.50 Subordinated Cumulative Preferred 

5,000,000 

105 

105 

3 

3 

1 

Employees’ Subordinated Convertible Preferred 

5,000,000 

929,616 

929,616 

27,889 

27,889 

1.00** 1 

Total Non-Redeemable Preferred Stock 




$46,094 

$46,094 



* The conversion rights of holders of non*redeemable preferred stock were suspended in 19 75 because of provisions in the Company's charter restricting the acquisition of 
shares (see "Restrictions on Dividends and Redemptions of Capital Stock" below). 

** Also convertible into one share of Subordinated Cumulative Preferred Stock 


$4.25 Series A Subordinated Cumulative 
Convertible Preference Stock: 

Stated value and redemption price—$100 per share; 
liquidation value—$100 per share plus accumulated 
dividends. 

Subordinated Serial Preferred Stock (Cumulative): 
Stated and redemption values for Series 1 are $40 
per share, and for Series 3 and 4 are each $100 per 
share; liquidation values for Series 1—$40 per share, 
plus accumulated dividends and for Series 3 and 4— 
$100 per share, plus accumulated dividends. 


$1.50 Subordinated Cumulative Preferred Stock: 
Stated and liquidation values and redemption price— 
$30 per share. 

Employees’ Subordinated Convertible Preferred 
Stock: 

Stated and liquidation values—$30 per share. Shares 
are not redeemable. 
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Meta 10 

Redeemable Preferred Stock and Other 
Capital Stock, continued 

Common Stock: 

Common stock ($1 par value). Authorized 
40,000,000 shares; issued: January 31, 1986— 
15,587,285 shares; January 31, 1985-15,569,264 
shares. There were 488,464 shares held in the 
treasury at January 31, 1986 and 1985. Each 
outstanding share is entitled to one vote at meetings 
of stockholders. At January 31, 1986 common shares 
were reserved as follows: 1,861,815 shares for 
conversion of senior securities; 538,500 shares for the 
Key Executives Stock Option Plan; and 1,637,840 
shares for exercise of warrants. Warrants to purchase 
common stock were outstanding at January 31, 1986 
as follows: 737,840 shares at $8.00 per share expiring 
February 15, 1993; and 900,000 shares at $11.75 per 
share expiring October 15, 1993. 

Restrictions on Dividends and Redemptions of 
Capital Stock 

Under the Tennessee General Corporation Act (the 
“Act”), dividends may be paid out of unreserved and 
unrestricted earned surplus. The Company had an 
accumulated deficit of $38,661,000 in its earned 
surplus account at January 31, 1986. Under the Act, 
a corporation’s earned surplus is restricted to the 
extent earned surplus is used as a measure of its 
right to purchase its own shares, so long as such 
shares are held in its treasury. At January 31, 1986 
the Company held 488,464 shares of common stock 
in its treasury for which there was a restriction of 
$17,857,000 against its earned surplus account. 

The Act also permits the payment of dividends out 
of net earnings of the current fiscal year and the 
immediately preceding fiscal period taken as a single 
period. However, the Company sustained a 
consolidated net loss of $33,929,000 for the fiscal 
year ended January 31, 1986. 

In addition, cumulative preferred dividends may be 
paid out of capital surplus if there is no earned 
surplus. However, the Company’s capital surplus 
amount was in a deficit position of $663,000 at 
January 31, 1986. 

The Company’s charter provides as to each class of 
preferred stock that no dividends may be paid and 
no shares may be redeemed or otherwise acquired 
for value if there are dividend or redemption 
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arrearages on any senior or equally ranked stock. 
The order of seniority of the various classes is as 
follows: $4.50 cumulative convertible preferred; $4.25 
Series A; $6.00 Series B; $6.00 Series C; $2.30 
Series 1 and $4.14 Series 2; $4.75 Series 3; $4.75 
Series 4; $4.75 Series 5; $1.50 subordinated 
cumulative preferred; and employees’ subordinated 
convertible preferred. 

The indenture relating to the Company’s 9.75% 
notes due October 1993 limits dividends and 
acquisitions of the Company’s capital stock after July 
31, 1983, with certain exceptions, to the aggregate, 
after July 31, 1983, of 25% of the first $10,000,000 of 
Consolidated Net Income, 50% of the next 
$25,000,000 of Consolidated Net Income, 75% of the 
next $25,000,000 of Consolidated Net Income, and 
100% of Consolidated net Income in excess of 
$60,000 plus the net proceeds from the issuance or 
sale of the Company’s capital stock. The Company’s 
revolving credit agreement, in effect at January 31, 
1986 but terminated by the Company as of April 3, 
1986, limited dividends and acquisitions of the 
Company’s capital stock after July 31, 1981, with 
certain exceptions, to the aggregate, after July 31, 

1981, of 50% of consolidated net earnings plus the 
net proceeds from the issuance or sale of the 
Company’s capital stock. The principal exceptions to 
the foregoing limitations are fixed dividend and 
sinking fund payments on the Company’s cumulative 
convertible preferred stock and subordinated 
cumulative convertible preference stock and 
exchanges for other shares of capital stock of the 
Company. At January 31, 1986, under the 9.75% 
indenture, there was a $12,179,000 deficit in 
Consolidated Net Income and net proceeds from the 
issuance or sale of the Company’s capital stock since 
July 31, 1983; and, under the revolving credit 
agreement, there was a $6,172,000 deficit in 
consolidated net earnings and net proceeds from the 
issuance or sale of the Company’s capital stock since 
July 31, 1981. 

The indenture relating to the Company’s 14.25% 
and 15.25% notes due December 1994 contains 
similar but less restrictive limitations. 
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Note 10 

Redeemable Preferred Stock and Other 
Capital Stock, continued 

Redemption arrearages at January 31, 1986 amounted 
to $21,216,000, of which $11,416,000 was applicable to 
subordinated serial preferred stock, series 2, and 
$9,800,000 was applicable to subordinated serial 
preferred stock, series 5. 


On February 26, 1986, the board of directors voted 
to omit payment of the quarterly dividend on shares 
of $4.50 cumulative convertible preferred stock and 
subordinated cumulative convertible preference stock, 
series A, B and C, normally payable in April. 

Dividends arrearages at January 31, 1986 were as 
follows: 


Spires or 

Date Dividends 


Arrearage at January 31, 1986 

Class of Stock 

Paid to 

Per Share 


Aggregate 

$2.30 Series 1 

January 31, 1975 

$25.30 


$ 2,258,936 

$4.14 Series 2 

January 31, 1975 

37.95 


6,278,296 

$4.75 Series 3 

January 31, 1975 

52.25 


4,183,031 

$4.75 Series 4 

January 31, 1975 

52.25 


3,430,108 

$4.75 Series 5 

January 31, 1975 

52.25 


5,145,267 

$1.50 Subordinated 

January 31, 1975 

16.50 


1,732 

Total 




$21,297,370 

Changes in the Shares of the Company’s 

Capital Stock 







Common 

Preferred 




Stock 

Stock 

Issued at July 31, 1982 



14,815,398 

1,448,918 

Settlement of lawsuits 



(14) 

43- 

Redemption of $4.50 Preferred 



4)- 

(998) 

Exchanged for debentures 



4)- 

(6,705) 

Options and warrants exercised 



92,701 

4b 

Issued at July 31, 1983 



14,908,085 

1,441,215 

Redemption of $4.50 Preferred 



4b 

(998) 

Exchanged for debentures 



4b 

(16) 

Issued with debt offering 



600,000 

4b 

Options and warrants exercised 



25,313 

4)- 

Issued at July 31, 1984 



15,533,398 

1,440,201 

Redemption of $4.50 Preferred 



4b 

(998) 

Options and warrants exercised 



35,866 

4b 

Issued at January 31, 1985 



15,569,264 

1,439,203 

Redemption of $4.50 Preferred 



4b 

(998) 

Options and warrants exercised 



18,021 

4b 

Exchanged for debentures 



4b 

(9) 

Issuances 



4b 

19 

Issued at January 31, 1986 



15,587,285 

1,438,215 

Less treasury shares 



488,464 

4b 

Outstanding at January 31, 1986 



15,098,82! 

1,438,215 
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Statements' 


Genesco Inc. and Consolidated Subsidiaries 


Note 11 
Income Taxes 


Income tax expense is composed of the following: 


In Thousands 

Twelve Months 
Ended 
January 31, 
1986 

She Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31 
1984 1983 

U.S federal 

$ -0- 

$ 172 

$ 3,395 

$ -0- 

Canadian—operations: 

Current 

4,810 

2,256 

3,792 

1,714 

Deferred 

(176) 

(200) 

371 

(222) 

—withholding taxes: 

Current 

65 

70 

146 

417 

Deferred 

1,176 

392 

(332) 

567 

State 

101 

110 

262 

184 

Total income taxes 

5,976 

2,800 

7,634 

2,660 

Extraordinary credit—U.S. federal 

-0- 

(172) 

(3,395) 

-0- 

Net Income Tax Expense 

$5,976 

$2,628 

$4,239 

$ 2,660 


The U.S. federal income tax provisions on pretax 
earnings are offset by the extraordinary credits 
which reflect utilization of net operating loss 
carryforwards resulting from losses incurred by U.S. 
operations in prior years. 

Deferred Canadian withholding taxes are amounts 
which will become payable upon the expected 
repatriation of certain Canadian earnings. On 
August 16, 1984 the U.S. and Canadian 
governments ratified a tax treaty which, among 
other things, reduced from 15% to 10% the 
withholding tax rate that will apply to earnings the 
Company plans to repatriate. The effect of this rate 
reduction was recorded in 1984 and reduced 
previously accrued withholding taxes by $1,253,000, 
resulting in a net withholding tax benefit in 1984 of 
$332,000. No provision has been made for the 
balance of accumulated Canadian earnings because 
the Company considers these earnings to be 
permanently reinvested in Canada. 
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The Company has net operating loss carryforwards 
available to offset future U.S. taxable income as 
follows: 


Expiration Date In Thousands 

January 31, 1992 $ 2,601 

January 31, 1993 18,410 

January 31, 1996 7,179 

January 31, 1997 1,231 

January 31, 1998 4,188 

January 31, 2001 _ 21,187 

Total Net Operating Loss Carryforwards $54,796 


In addition to its net operating loss carryforwards, 
the Company has recorded in its financial statements 
other losses and expenses amounting to $64,028,000 
which will be deductible for federal income tax 
purposes in future years. These timing differences 
include pension expense, transactions affecting the 
provision for discontinued operations, a provision for 
environmental proceedings and numerous smaller 




Genesco Inc. and Consolidated Subsidiaries 


Note 12 

Retirement Plans and Other 
Postretirement Benefits 

The Company-sponsored pension plan expenses 
for the fiscal year ended January 31, 1986 were 
$3,191,000, for the six-month period ended January 
31, 1985 were $2,116,000 and for the fiscal years 
ended July 31, 1984 and 1983 were $4,230,000 and 
$4,656,000, respectively. 

Accumulated plan benefits and plan net assets as of 
December 31, 1984 (the date of the most recent 
actuarial valuation) and December 31, 1983 are 
presented below: 


in Thousands 

1984 

1983 

Actuarial present value of accumulated 



plan benefits. 



Vested 

$73,373 

$79,922 

Nonvested 

909 

779 

Totab 

$74,282 

$80,701 

Net Assets Available for Benefits 

$68,784 

$65,705 


The weighted average assumed rate of return used in 
determining pension expense was increased to 9.5% 
for the plan year ended December 31, 1985 from 8% 
for the preceding plan year. The net effect of the 
change was to decrease pension expense by 
approximately $1,053,000 ($.07 per share) for the 
fiscal year ended January 31, 1986. 

The information presented above does not include 
amounts applicable to discontinued operations, as 
the liability for such future pension costs is included 
in the provision for discontinued operations (Note 

9). 

The Company also contributes to multiemployer 
pension plans applicable to most hourly-paid 
employees covered by collective bargaining 
agreements. Actuarial calculations have not been 
made to determine the Company’s portion of the 
excess of the actuarial present value of accumulated 
plan benefits over the net assets of the plan available 
for such benefits. 

In addition to providing pension benefits, the 
Company provides health care benefits for early 
retirees and life insurance benefits for retired 
employees. The cost of retiree health care and life 
insurance benefits is recognized as expense as claims 
are paid. For 1986, those costs totaled $1,192,000. 


Note 13 

Employee Stock Plans 

The stockholders of the Company have approved the 
Key Executives Stock Option Plan, under which key 
executive employees selected by the Compensation 
Committee of the Board of Directors were granted 
stock options, and several stock purchase plans 
enabling employees to purchase shares of common or 
employees’ preferred stock. The principal stock 
purchase plans are Employees’ Incentive Plans A and 
B. 


Activity under the Key Executives Stock Option 
Plan was as follows: 



Year Ended 

6 Months Ended 


January 31, 

January 31, 



1986 

1985 

Options outstanding at 




beginning of period 


603,250 

456,750 

Options granted 


-0- 

189,500 

Options exercised 


-0- 

(28,375) 

Options expired 


(64,750) 

(14,625) 

Total Shares Outstanding 



and Reserved 


538,500 

603,250 

No further options may be granted. The options 

outstanding at January 31, 1986 were 
individuals and expire as follows: 

held by 84 

Expiration Shares Subject 

Option 

Options Exercisable 

Date t 

o Option 

Price as 

i of January 31, 1986 

Apnl 8, 1986 

75,000 

$3.00 

75,000 

October 20, 1990 

25,000 

4.75 

25,000 

November 2, 1990 

7,500 

5.00 

7,500 

July 21, 1991 

15,000 

8.50 

15,000 

October 26, 1992 

61,500 

4.63 

46,125 

August 23, 1993 

25,000 

8.75 

12,500 

October 11, 1993 

152,500 

9.75 

76,250 

October 9, 1994 

177,000 

6.50 

44,250 

Totals 

538,500 


301,625 


Payments on Employees’ Incentive Plans A and B 
stock purchase accounts have been indefinitely 
deferred. Employee stock purchase accounts under 
all stock purchase plans amounted to $17,239,000 
and $17,384,000 at January 31, 1986 and 1985, 
respectively, and were secured at January 31, 1986 by 
793,467 employees’ preferred shares and 23,410 
common shares. No further sales of shares under the 
stock purchase plans are contemplated. 
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Note 14 

Environments! Proceedings 

On March 5, 1986 an administrative order was 
issued against the Company by the Tennessee 
Department of Health and Environment under the 
State’s Hazardous Waste Management Act. The order 
directs the Company to submit investigative and 
remedial action plans relating to a chemical waste 
site in a rural area near Nashville, Tennessee. The 
chemical waste material was generated by one of the 
Company’s operating divisions. On March 21, 1986 
the Company filed an appeal of that order before 
the State Solid Waste Disposal Control Board. The 
extent of damage to the environment in the vicinity 
of the disposal site is not known at the present time, 


and the full extent of the Company’s potential 
liability arising therefrom is not determinable. 
However, the Company has recorded as a liability in 
its financial statements for Fiscal 1986 an amount it 
believes adequate, based on information currently 
available, to cover the costs of any remedial actions 
it will likely be required to take. This provision does 
not include any costs associated with private actions 
which may be asserted. The Company has been 
notified by a property owner in the vicinity of the 
disposal site of his intention to initiate an action 
against the Company for personal injury and 
property damages. Management has no reason to 
believe that such threatened action or any other 
actions by private individuals which may be asserted 
will result in any additional material liability. 


Note 15 

Business Segment Information 

Divested operations consist of the Haywood and 
Baron’s divisions which were sold in May and 
September 1983, respectively. 


In Thousands 

Twelve Months 

January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

Sales to Unaffiliated Customers: 

Footwear: 

Shoes and accessories: 

Retail. 

U.S.A. 

$180,574 

$ 96,679 

$188,932 

$172,328 

Canada 

70,258 

37,305 

74,667 

72,406 

Total retail 

250,832 

133,984 

263,599 

244,734 

Wholesale and manufacturing. 

U.S.A. 

148,824 

80,691 

182,636 

185,327 

Canada 

14,792 

6,728 

17,098 

18,099 

Total wholesale and manufactunng 

163,616 

87,419 

199,734 

203,426 

Total footwear 

414,448 

221,403 

463,333 

448,160 

Men’s apparel: 

Tailored clothing 

94,819 

57,797 

109,289 

119,849 

Hosiery 

29,219 

18,172 

31,847 

31,709 

Total men’s apparel 

124,038 

75,969 

141,136 

151,558 

Divested operations 

■0- 

-0- 

1,795 

40,043 

Totals 

$538,486 

$297,372 

$606,264 

$639,761 
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Note 15 

Business Segment Information, Continued 





In Thousands 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

Pretax Earnings (Loss): 

Footwear: 

Shoes and accessones: 

Retail: 

U.S.A. 

$ (697) 

$ 5,791 

$ 13,554 

$ 7,225 

Canada 

7,061 

4,013 

6,488 

3,919 

Total retail 

6,364 

9,804 

20,042 

11,144 

Wholesale and manufacturing: 

U.S.A. 

1,227 

1,130 

8,009 

4,909 

Canada 

3,141 

440 

2,583 

1,364 

Total wholesale and manufacturing 

4,368 

1,570 

10,592 

6,273 

Total footwear 

10,732 

11,374 

30,634 

17,417 

Men’s apparel: 

Tailored clothing 

(2,421) 

2,244 

4,489 

3,032 

Hosiery 

2,389 

2,221 

3,355 

3,166 

Total men’s apparel 

(32) 

4,465 

7,844 

6,198 

Provision for tailored clothing restructuring 

(4,462) 

-0- 

-0- 

-0- 

Provision for footwear restructuring 

(9,764) 

-0 - 

-0- 

-0- 

Provision for environmental proceedings 

(6,200) 

-0- 

-0- 

-0- 

Interest expense 

(12,551) 

(6,117) 

(12,517) 

(14,591) 

Corporate staff and other corporate expenses 

(7,557) 

(2,546) 

(7,326) 

(5,887) 

Divested operations 

■0- 

-0- 

43 

(3,449) 

Totals 

$(29,834) 

$ 7,176 

$ 18,678 

$ (312) 

Assets: 

Footwear: 

Retail: 

U.S.A. 

$ 66,047 

$ 66,752 

$ 62,709 

$ 55,590 

Canada 

18,837 

18,924 

20,192 

24,630 

Total retail 

84,884 

85,676 

82,901 

80,220 

Wholesale and manufacturing: 

U.S.A. 

73,287 

79,814 

91,372 

89,777 

Canada 

5,810 

6,026 

6,947 

6,611 

Total wholesale and manufacturing 

79,097 

85,840 

98,319 

96,388 

Total footwear 

163,981 

171,516 

181,220 

176,608 

Men’s apparel: 

Tailored clothing 

66,795 

78,230 

83,895 

84,103 

Hosiery 

14,676 

14,630 

16,062 

15,309 

Total men’s apparel 

81,471 

92,860 

99,957 

99,412 

Corporate assets 

39,312 

56,938 

46,954 

40,838 

Divested operations 

-O' 

1,235 

1,310 

10,320 

Totals 

$284,764 

$322,549 

$329,441 

$327,178 
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Note 15 

Business Segment Information, Continued 


Twelve Months 

Six Months 




Ended 

Ended 

Twelve Months 


January 31, 

January 31, 

Ended July 31, 

In Thmsands 

1986 

1985 

1984 

1983 

Depreciation and Amortization: 

Footwear 

$ 8,052 

$3,797 

$ 7,849 

$ 8,215 

Men’s apparel 

2,370 

1,115 

2,028 

2,140 

Corporate 

165 

86 

153 

353 

Divested operations 

-0- 

-0- 

44 

811 

Totals 

$10,587 

$4,998 

$10,074 

$11,519 

Additions to Plant, Equipment and 

Capitalized Lease Rights: 

Footwear 

$ 8,257 

$3,942 

$ 5,243 

$ 6,678 

Men’s apparel 

1,170 

1,057 

2,176 

10,081 

Corporate 

216 

50 

94 

249 

Divested operations 

-0- 

-0- 

12 

1,129 

Totals 

$ 9,743 

$5,049 

$ 7,525 

$18,137 


Note 16 

Quarterly Financial Information (Unaudited) 




In Thousands except amounts per share 

Twelve Months 

January 31, 

1986 

Six Months 
Ended 
January 31, 

1985 

Twelve Months 
Ended 
July 31, 
1984 

Net Sales 

Quarter Ended Apnl 30 

$128,630 


$145,765 

Quarter Ended July 31 

131,634 


152,875 

Quarter Ended October 31 

139,806 

$152,712 

152,353 

Quarter Ended January 31 

138,416 

144,660 

155,271 

Total Fiscal Period 

$538,486 

$297,372 

$606,264 

Gross margin 

Quarter Ended April 30 

$ 43,277 


$ 53,647 

Quarter Ended July 31 

45,554 


55,688 

Quarter Ended October 31 

50,854 

$ 54,909 

55,450 

Quarter Ended January 31 

47,728 

50,532 

59,057 

Total Fiscal Period 

$187,413 

$105,441 

$223,842 

Pretax earnings floss) 

Quarter Ended April 30 

$ (4,441) 


$ 1,314(6) 

Quarter Ended July 31 

(8,005)(1) 


6,798 

Quarter Ended October 31 

(8,635)(2) 

$ 5,338(5) 

3,555 

Quarter Ended January 31 

(8,753) 

1,838 

7,011 

Total Fiscal Period 

$(29,834) 

$ 7,176 

$ 18,678 

Earnings floss) before discontinued operations and extraordinary credits 

Quarter Ended April 30 

$ (5,263) 


$ 742 

Quarter Ended July 31 

(9,618) 


5,061(7) 

Quarter Ended October 31 

(10,099) 

$ 2,746 

1,622 

Quarter Ended January 31 

(10,830 )(3) 

1,630 

3,619 

Total Fiscal Period 

$(35,810) 

$ 4,376 

$ 11,044 

Earnings floss) before extraordinary credits 

Quarter Ended April 30 

$ (5,263) 


$ 5,048(4) 

Quarter Ended July 31 

(9,618) 


5,061 

Quarter Ended October 31 

(10,099) 

$ 2,746 

1,622 

Quarter Ended January 31 

(8,949)(4) 

1,630 

3,619 

Total Fiscal Period 

$(33,929) 

$ 4,376 

$ 15,350 
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Note 16 

Quarterly Financial Information (Unaudited), Continued 

In Thousands except amounts per share 

Twelve Months 

January 31, 
1986 

Net earnings (loss) 

Quarter Ended April 30 

$ (5,263) 

Quarter Ended July 31 

(9,618) 

Quarter Ended October 31 

(10,099) 

Quarter Ended January 31 

(8,949) 

Total Fiscal Period 

$ (33,929) 


Fully diluted: 

Before discontinuing operations and extraordinary credits 


Quarter Ended April 30 

$ (.38) 


$ .01 

Quarter Ended July 31 

$ (.67) 


$ .28 

Quarter Ended October 31 

$ (.70) 

$.14 

$ .07 

Quarter Ended January 31 

$ (.75) 

$.07 

$ 19 

Total Fiscal Period 

$(2.51) 

$.21 

$ .55 

Before extraordinary credits 




Quarter Ended April 30 

$ (.38) 


$ .28 

Quarter Ended July 31 

$ (.67) 


$ .28 

Quarter Ended October 31 

$ (.70) 

$.14 

$ 07 

Quarter Ended January 31 

$ (.63) 

$.07 

$ .19 

Total Fiscal Period 

$(2.39) 

$.21 

$ .81 

Net earnings (loss) 




Quarter Ended April 30 

$ (.38) 


$ .29 

Quarter Ended July 31 

$ (.67) 


$ .37 

Quarter Ended October 31 

$ (.70) 

$.23 

$ .11 

Quarter Ended January 31 

$ (.63) 

$(.01) 

$ .25 

Total Fiscal Period 

$(2.39) 

$.22 

$1.02 


(1) Includes $4,462,000 loss from provision for tailored clothing restructuring (Note 9). 

(2) Includes $9,764,000 loss from provision for footwear restructuring (Note 9). 

(3) Includes $6,200,000 loss from provision for environmental proceedings (Note 14). 

(4) Includes income of $1,881,000 (1986) and $4,306,000 (1984) from excess provision for discontinued operations (Note 9). 

(5) Includes income of $1,069,000 from modification of payroll tax allocation (Note 1). 

(6) Includes $1,204,000 loss on write-down of fixed assets. 

(7) Includes income of $1,253,000 from reversal of tax accruals (Note 11). 
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Not® 17 

Supplementary Financial information 
Adjusted for Changing Prices 
(Unaudited) 

The financial information presented below illustrates 
the estimated effects of inflation on the Company’s' 
financial results. The method used is based on 
assumptions and estimates and, therefore, the results 
should be viewed with caution and not as indicative 
of future financial results of the Company. 

Current cost data is based upon historical financial 
statements adjusted for changes in specific prices. 
Adjustments to income taxes are not permitted. 

The current cost of inventories represents year-end 
prices. Cost of goods sold represents estimated prices 
at date of sale. The current cost of plant, equipment 
and capitalized lease rights are estimates of what 
existing assets would cost at January 31, 1986. The 


current cost of depreciation and amortization, as 
well as gains or losses on sale of property are based 
upon the current cost of the underlying assets. 
Depreciation and amortization were calculated using 
the same methods and rates as in the historical 
financial statements. Indexing was used in estimating 
the current cost amounts. These values do not 
consider technological improvements and efficiencies 
associated with the normal replacement of productive 
capacity. 

The gain from the decline in purchasing power of 
net monetary liabilities is a measure of inflation’s 
impact on monetary items. Net monetary assets (or 
liabilities) include cash, claims to cash and amounts 
owed, which are fixed in terms of number of dollars 
to be received or paid. The gain is calculated by 
measuring the effect on purchasing power for the 
period attributable to general inflation, having taken 
into account net balances of monetary liabilities at 
the beginning and end of the year and transactions 
for the year. This is not a realized gain and does 
not represent funds available for distribution. 


The statement of consolidated earnings adjusted for changing prices for the year ended January 31, 1986 follows: 


In Average 1986 Dollars 

In Thousands 

As Included in 
the Primary 
Statements 

Adjusted for 
Changes in 
Specific Prices 
(Current Costs) 

Net sales 

$538,486 

$538,486 

Cost of goods sold 

347,476 

349,862 

Depreciation and amortization 

10,587 

13,699 

Other operating expenses 

179,281 

179,281 

Interest expense 

12,551 

12,551 

Other income 

1,756 

1,756 

Gain floss) on sale of properties 

245 

(U29) 

Operating loss 

(9,408) 

(16,280) 

Provision for: 



Tailored clothing restructuring 

(4,462) 

(4,462) 

Footwear restructuring 

(9,764) 

(9,764) 

Environmental proceedings 

(6,200) 

(6,200) 

Pretax loss 

(29,834) 

(36,706) 

Income taxes 

5,976 

5,976 

Loss before discontinued operations 

(35,810) 

(42,682) 

Excess provision for future losses of discontinued operations 

1,881 

1,881 

Net loss 

$(33,929) 

$(40,801) 

Other Information 



$ 3,023 

Increase in specific pnces of inventories and plant, equipment and capitalized lease rights held during 



the year* 


$ 4,151 

Less effect of increase in general price level 


8,695 



$ (4,544) 


♦On January 31, 1986 the current cost of inventory was $124,038,000 and the current cost of plant, equipment, and capitalized lease rights 
net of accumulated depreciation and amortization was $93,911,000. 
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Note 17 

Supplementary Financial Information 
Adjusted for Changing Prices 
(Unaudited), Continued 

The information included in the comparison of 
selected supplementary financial data adjusted for the 
effects of general inflation is expressed in average 
1986 constant dollars as measured by the Consumer 
Price Index for All Urban Consumers. As required, 
net sales and market price per common share at 
period-end, are presented for each of the periods 
shown, with earnings before discontinued operations 
and the gain in purchasing power of net amounts 


owed being presented for 1982-1986. Net assets at 
period-end are preferred stocks, common stocks and 
other stockholders’ equity as reported in the primary 
financial statements, adjusted to reflect the excess of 
the current cost amounts for inventory and plant, 
equipment and capitalized lease rights over the 
respective historical/nominal dollar amounts. 

The comparison of selected supplementary financial 
data adjusted for the effects of changing prices for 
the twelve months and six months ended January 31, 
1986 and 1985, respectively, and for the years ended 
July 31, 1984, 1983 and 1982 was as follows: 


in Average J986 Dollars 


1986 

1985 

1984 

1983 

1982 

Net sales 


$538,486 

$305,113 

$640,551 

$701,631 

$758,169 

Current Cost Information. 

Earnings (loss) before discontinued operations 


(42,682) 

1,852 

3,336 

(14,479) 

(6,798) 

Per share data—primary 

Increase (decrease) m specific prices c' inventory 

s and properties over 

(2.97) 

.05 

.05 

(1.17) 

(.71) 

increase m general price level 


(4,544) 

(3,025) 

(4,293) 

769 

(10,364) 

Net assets at period-end 


113,820 

159,425 

159,798 

142,669 

152,339 

Other Information: 

Purchasing power gain from holding net moneta 

try liabilities during 






the period 


3,023 

1,120 

4,056 

2,834 

9,264 

Market price per common share at period-end 


3.20 

6.65 

6.22 

9.05 

4.41 

Average consumer price index 


323.2* 

315.0 

305.9 

294.7 

283.4 


All figures are in thousands except per share and price index. 
♦Estimated average. 


Note 18 

Liquidity Concerns 

Cash and short-term investments currently on hand 
and expected to be generated by operations during the 
fiscal year ending January 31, 1987 will not be 
sufficient to finance expected operating losses, working 
capital and other projected cash needs during such 
period. Continued operation of the Company in the 
normal course is dependent on the Company’s ability 
to obtain adequate funding of ongoing operations from 
external or internal sources. 
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The Company’s near-term working capital needs were 
expected to have been met under a $15 million 
revolving credit agreement between Genesco and a 
group of 10 commercial banks and a $10 million 
revolving credit agreement between GFC and that 
same bank group. As a result of losses incurred by the 
Company in the fourth quarter of Fiscal 1986, the 
Company failed to meet the Tangible Net Worth 
requirements under its credit agreement and on April 
3, 1986 terminated that agreement. There were no 
loans outstanding. The revolving credit agreement 
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Note 18 

Liquidity Concerns, Continued 

with GFC remains in effect until its expiration on July 
31,1986. Due to uncertainty regarding the Company’s 
ability to obtain external financing, the Company is 
currently unable to obtain commercial letters of credit 
used to import foreign goods into the United States. 
The Company imports substantial amounts of shoes 
and of piece goods for its tailored clothing business. 

A first mortgage loan commitment has been received 
by the Company’s real estate subsidiary which, if 
completed, will make approximately $5 million of 
additional cash available to the Company. 

The Company is also seeking other credit 
arrangements from banks and other sources, but there 


is no assurance that the Company will be successful. 
Any such other credit arrangement will likely involve 
stringent financial and other covenants, the granting 
of security interests in GFC assets and the mandatory 
sale of some Company assets and operations. 
Covenants in Genesco’s and GFC’s long-term debt 
agreements restrict the ability of Genesco and GFC to 
incur additional long-term debt and to grant security 
interests in their assets. See Note 7 for additional 
information regarding such restrictions. 

Apart from any external financing plan, the Company 
is seeking a buyer for its hosiery operations and is 
considering the sale or liquidation of some other 
operations or assets to generate cash for ongoing 
operations. A decision to sell certain operations could 
result in a charge to earnings. 


Securities Information-T^Common 
Stock . ' , . 


(New York‘and Midwest Stock Exchanges) 



Fiscal 1986 

Fiscal Period 1985 

Fiscal 1984 

High 

how 

High 

Low 

High 

Low 

Quarter ended April 30 

e a 

4 a 



Vk 

5% 

Quarter ended July 31 

5 

3'A 



8'/ 8 

5 J /„ 

Quarter ended October 31 

4% 

2% 

Vk 

6 

10% 

n 

Quarter ended January 31 

4 

2% 

6% 

5 1 /, 

9 

67a 


Approximate number of common stockholders of record 23,000 
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PART I 


ITEM 8, BUSINESS ____ 

General ___ 

Genesco Inc. was incorporated in Tennessee in 1925 as the Jarman Shoe Company. The 
name was changed to General Shoe Corporation in 1933 and to Genesco Inc. in 1959. 
Unless the context otherwise requires, "Genesco" and the "Company" refer to Genesco 
Inc. and its subsidiaries. 

The Company operates in two business segments -- footwear and men's apparel. The 
Company manufactures shoes for men and women. In addition to its own brands, the 
Company sells footwear products under the private labels of some customers. The 
Company also has over 1,000 shoe stores and leased departments in the United States and 
Canada. Products sold in these locations come from the Company's own plants and from 
other domestic and international sources. In the men's apparel segment, the Company 
manufactures tailored clothing and hosiery, substantially all of which is sold at 
wholesale. The Company has significant Canadian operations. For information regarding 
the Canadian operations, see Item 7 and Note 15 to the financial statements included in 
Item 8. 

Footwear Segment _ 

Genesco's principal business is the manufacture and sale, at wholesale and retail, of 
footwear. During the fiscal year ended January 31, 1986 ("Fiscal 1986") approximately 
72% of the shoes manufactured were men's, 26% women's (primarily private label) and 
2% children's. Approximately 71% of Company manufactured shoes were sold at 
wholesale by a direct sales force and independent sales representatives to independent 
shoe merchants, mail-order houses and chain stores, and 29% were sold at retail through 
stores and leased departments operated by the Company. Genesco presently operates 8 
footwear plants in the states of Tennessee, Kentucky and Mississippi, three in Canada 
and one in Mexico. The estimated productive capacity of the footwear plants currently 
operated by the Company was approximately 63% (61% in the United States and 70% in 
Canada) utilized during Fiscal 1986. See "Divested Operations" below and "Recent 
Developments and Trends" in Item 7 for information regarding steps taken in the quarter 
ended October 31, 1985 to reduce footwear manufacturing capacity in the United States. 

The principal brand names (and representative retail price ranges) of men's shoes 
marketed by Genesco are Johnston & Murphy ($70-175), Jarman ($40-70), Laredo boots 
($40-80) and Wrangler boots ($30-100). The principal brand names (and representative 
retail price ranges) for Genesco's women's shoes are Charm Step ($20-40), Easy Street 
($30-50), J & M for Women ($1 15-135) and Jarman for Women ($30-45). The Company 
also markets athletic shoes under the Mitre label ($25-40). 

At January 31, 1986 the Company had 1052 stores and leased departments throughout the 
United States and Canada which sold footwear for men, women and children. The 
Company manufactured approximately 33% (44% in the United States and 3% in Canada) 
and directly imported approximately 39% (36% in the United States and 48% in Canada) 
of the merchandise sold through its retail outlets in Fiscal 1986. The balance, purchased 
from other domestic sources, is largely imported merchandise. 
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The following table sets forth certain information as of january 31, 1986 and 1985 
concerning the Company's footwear retailing operations. 




Retail 


Leased 

Primary 



Stores 

Departments 

Locations 


1986 

1985 

1986 

1985 


Men's Chains 
Jarman/Flagg 

258 

263 

65 

63 

Nationwide 

Hardy 

186 

192 

_ 

- 

Nationwide 

Johnston & Murphy 

86 

80 

36 

32 

Nationwide 

Total Men's Chains 

530 

535 

101 

95 


Family Chains 

Agnew 

239 

229 


42 

Canada 

Foot Scene 

85 

88 

_ 

- 

Southern U.S. 

Aggies 

76 

78 

_ 

- 

Canada 

Factory-to-You 

21 

21 

- 

- 

Southeast U.S. 

Total Family Chains 

421 

416 

_ 

42 


Total 

951 

951 

101 

137 



During Fiscal 1986 Genesco opened 38 stores and I I leased departments and closed 38 
stores and 47 leased departments. Of the 47 leased departments closed, 42 were in 
Canada. Future store openings and closings Gre dependent on the Company's financial 
resources, store operating results, the availability of suitable locations, lease renewal 
negotiations and other factors. See "Divested Operations" below and "Recent 
Developments and Trends" in Item 7 for information regarding the Company's decision in 
the quarter ended October 3!, 1985 to close 60 unprofitable stores, inc!i'ding 27 Foot 
Scene stores. At January 31, 1986, only 3 of the 60 stores had been closed. 

Genesco also produces, in five plants, shoe and garment leather and adhesives and other 
specialty chemicals. Approximately 10% of such products was for internal use, and the 
balance was sold to unaffiliated customers. 

Men's Apparel Segment _ 

The Company's men's apparel operations produce quality tailored clothing (suits, sport 
coats and slacks) and hosiery. Substantially all tailored clothing is manufactured by the 
Company and is sold at wholesale through a direct sales force. Branded iines of tailored 
clothing accounted for approximately 85% of Fiscal 1986 sales of tailored clothing. 

The principal tailored clothing brand names and trademarks are Kilgour French & 
Stanbury, Lanvin of Paris, Chaps by Ralph Lauren, Polo University Club by Ralph Lauren, 
Phoenix, Oleg Cassini, Colours by Alexander Julian, Donald Brooks, and Perry Ellis. 
Except for Phoenix, all such brand names are used under license agreements which, 
including renewal options, expire from 1987 to 2000. The renewal options are 
conditioned upon the Company meeting various minimum sales requirements. 

The Company presently operates four tailored clothing plants. During F isca! 1986 the 
estimated productive capacity of these facilities was approximately 71% utilized. See 
"Divested Operations" below and "Recent Developments and Trends" in Item 7 for 
information regarding steps taken in the quarter ended July 31, 1985 to reduce tailored 
clothing manufacturing capacity. 
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hosiery products. Sales of hosiery products are primarily to unaffiliated retailers. 
Branded hosiery sales amounted to 74% of total hosiery sales in Fiscal 1986. The 
principal brand names are Camp, Christian Dior, Anne Klein and Jordache. Except for 
Camp, such brand names are used under license agreements which, including renewal 
options, expire from 1990 to 1994. Renewal options in most cases are conditioned upon 
the Company meeting various minimum sales requirements. The Company presently 
operates two hosiery plants, the estimated productive capacity of which was 
approximately 85% utilized during Fiscal 1986. 


Business Segment Information __ 

See the information appearing in Note 15 to the financial statements included in Item 8. 
Competition __ 

The Company operates in highly competitive markets in both the footwear and men's 
apparel segments. Retail competitors range from small, locally-owned and operated 
shoe stores to regional and national department stores and discount chains. The 
Company competes with hundreds of domestic footwear and apparel manufacturing 
operations, most of which are relatively smaller, specialized operations but some of 
which are larger, more diversified companies. 

During Fiscal 1986 imports of non-rubber footwear into the United States continued the 
sharp increase which commenced after expiration of the orderly marketing agreements 
between the United States, Korea and Taiwan in June 1981. Manufacturers in foreign 
countries with lower labor costs have a significant price advantage. The Company's 
footwear manufacturing operations attempt to offset this advantage by offering superior 
product quality and customer service or by concentrating on specific markets, such as 
western boots, not subject to intense foreign competition. 

Import quotas and tariffs negotiated with various countries by the United States 
government pursuant to the Multifiber Arrangement has historically afforded the 
Company's tailored clothing operations substantial protection from foreign competition. 
However, there has been a marked increase since 1983 in imports of higher-priced 
tailored clothing competitive with garments manufactured by the Company. These 
imports are primarily from Italy and some other European countries not covered by 
quotas. International negotiations to renew agreements under the Multifiber 
Arrangement are expected to be completed in August 1986. 

Raw Materials ____ 

Genesco is not dependent upon any single source of supply for any major raw material. 
The Company has experienced no significant shortages of raw materials in its principal 
businesses and considers its available sources to be adequate. 

Backlog ____ 

At March 28, 1986 the Company's wholesale operations (which accounted for 53% of 
total sales in Fiscal 1986) had a backlog of orders amounting to approximately $82.8 
million compared to approximately $84.8 million at March 29, 1985, a decrease of 2%. 
Of these amounts, approximately $31.6 million and $31.9 million, respectively, related to 
the footwear segment and approximately $51,2 million and $52.9 million, respectively, 
related to the men's apparel segment. This backlog represents orders for spring and fall 
1986 styles. The backlog of orders is somev/hat seasonal, reaching a peak for footwear in 
the spring and for men's apparel in the summer. Men's apparel, and to a lesser degree 
certain areas of footwear, are ordered several months in advance of shipping dates. The 
Company also maintains in-stock programs for anticipated high volume styles. See 
"Recent Developments and Trends" in Item 7. Management does not expect order 
cancellations for tailored clothing and footwear to exceed 16%. 
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Employees 


Genesco has 10,000 employees in the U. S. and Canada, of which approximately 9,000 are 
full-time. Retail shoe stores employ a substantial number of part-time employees during 
peak selling seasons. Approximately 1,900 employees are covered by collective 
bargaining agreements, most of whom are employees of the Company's tailored clothing 
operations. Of the 10,000 employees at January 31, 1986, approximately 7,300 were 
employed in footwear, 2,600 in men's apparel and 100 in corporate staff departments. 
The collective bargaining agreement with the union representing the Company's tailored 
clothing employees expires on September 30, 1987. The Company considers its employee 
relations to be satisfactory. 


Properties _ 

The Company's U.S. and Canadian divisions operate 31 manufacturing and warehousing 
facilities, substantially all of which are leased, aggregating 3,526,000 square feet. 
Twenty-six are located in nine states of the United States, four in Canada and one in 
Mexico. The footwear segment operates 25 facilities with approximately 2,497,000 
square feet and the men's apparel segment operates six facilities with approximately 
1,029,000 square feet. The Company's executive offices and the offices of the U.S. 
footwear division are in a 295,000 square foot leased building in Nashville, Tennessee. 
See the discussion of the footwear segment for information regarding the Company's 
retail stores. New shopping center store leases typically are for a term of 10 to 12 years 
and provide for rent based on a percentage of sales against a fixed minimum rent based 
on the square footage leased. 

Leases on the Company's plants, offices and warehouses expire from 1986 to 2018, not 
including renewal options. The Company's plants, offices, warehouses, machinery and 
equipment and retail stores are generally well maintained, in good operating condition 
and suitable for their purposes. See Note 8 to the financial statements included in Item 
8 for information about commitments under capital and operating leases. 

Divested Operations _ 

Beginning in July 1977 the Company commenced a program to divest or close a number 
of operations in an effort to reduce the Company's debt and to strengthen its financial 
condition by eliminating businesses and product lines which for the most part were 
unprofitable or did not provide a satisfactory return on the assets employed and by 
concentrating investment in those businesses and products which were expected to 
provide a satisfactory return. Operations divested have included (i) its women's and 
children's apparel manufacturing segment, which manufactured v/omen's suits, dresses, 
sportswear, lingerie, sleepwear and swimwear and children's sportswear, sweaters and 
pants; (ii) its men’s and women's specialty retailing segment, which as of July 31, 1977 
operated 145 retail outlets throughout the United States; and (iii) its variety retailing 
segment which as of July 31, 1977 operated 279 general and variety merchandise stores. 

That divestment program is now essentially completed, except for certain payments 
(principally long-term lease and pension plan contributions) expected to continue into 
future periods for which provision has been made in the consolidated balance sheet. Any 
net gains or losses realized from disposition of properties of discontinued operations will 
be credited to or charged against the provision for discontinued operations. For 
additional information regarding divested operations, see Note 9 to the financial 
statements included in Item 8. 
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In addition to the divestment program described above, between July 1977 and January 
1986 the Company closed eleven footwear manufacturing plants in the United States, 
including two in Fiscal 1986, in response to reduced demand for the Company's products. 
In that same period the Company closed five tailored clothing manufacturing plants and 
sold its jeans and casual slacks business. During Fiscal 1986 the Company made 
provisions to ciose three footwear plants, of which two are already closed, and three 
tailored clothing manufacturing plants of which one has already been closed. In addition 
to the plant closings, provisions were set up for retaii store closings and restructuring of 
a wholesale operation. For additional information regarding the provisions, see Note 9 to 
the financial statements included in Item 8 and "Recent Developments and Trends" in 
Item 7. 

ITEM 2, PROPERTIES ___ 

See Item I. 

ITEM 3, LEGAL PROCEEDINGS _____ 

The Company, Genesco Financial Corporation ("GFC"), a wholly-owned finance 
subsidiary, a former officer of the Company and two former employees of the Company, 
are defendants (the "Genesco Defendants") in a class action pending in the Federal 
District Court for the Middle District of Florida against them and a corporation which 
was a customer of the Company and which operated a chain of retail shoe stores in 
Florida. Also named as defendants are certain former officers and directors of the 
former customer and its accountants, underwriters and attorneys. The complaint alleges 
(i) a violation of Section 10 (b) of the Securities Exchange Act of 1934 and Rule I Ob-5 
promulgated thereunder in that defendants published false and misleading financial 
statements and reports in connection with the sale of certain securities of the former 
customer and (ii) a violation of Section 14 (a) of the Securities Exchange Act of 1934 in 
connection with an offer to exchange or redeem certain debentures of the former 
customer in 1968. The Company and GFC are alleged to have been "controlling persons" 
of the former customer and therefore liable for its actions. All of the defendants, 
including the Genesco Defendants, have entered into settlement agreements with the 
class representatives. The settlement is subject to court approval. A hearing on the 
fairness of the settlement has been scheduled for May 15, 1986. 

On March 5, 1986 an administrative order was issued against the Company and Emmett 
N. and Rose S. Kennon (the "Kennons") by the Tennessee Department of Health and 
Environment under the State's Hazardous Waste Management Act. The order directs the 
Company and the Kennons to submit investigative and remedial action plans relating to a 
chemical waste site in a rural area near Nashville, Tennessee. The chemical waste 
material was generated by one of the Company's operating divisions, and the Kennons are 
owners of the disposal site. On March 21, 1986 the Company filed an appeal of that 
order before the State Solid Waste Disposal Control Board. The extent of damage to the 
environment in the vicinity of the disposal site is not known at the present time, and the 
full extent of the Company's potential liability arising therefrom is not determinable. 
However, the Company has recorded as a liability in its financial statements for Fiscal 
1986 an amount it believes adequate, based on information currently available, to cover 
the costs of remedial actions it will likely be required to take. This provision does not 
include any costs associated with private actions which may be asserted. The Company 
has been notified by a property owner in the vicinity of the disposal site of his intention 
to initiate an action against the Company for personal injury and property damages. 
Management has no reason to believe that such threatened action or any other actions by 
private individuals which may be asserted will result in any additional material liability. 

ITEM 4, SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

There were no matters submitted to a vote of security holders during the fourth quarter 
of Fiscal 1986. 
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EXECUTIVE OFFICERS OF GEKESCQ _____ 

The officers of the Company are generally elected at the first meeting of the Board of 
Directors following the annual meeting of stockholders and hold office until their 
successors have been chosen and qualify. The name, age and office of each of the 
Company's executive officers as of April J5, 1986 and certain information relating to his 
business experience are set forth below: 

William S. Wire, II, 54, Chairman, President and Chief Executive Officer of Genesco. 
Mr. Wire joined the Company in 1962, was elected a vice president in 1971, senior vice 
president-finance in 1984 and vice chairman and a director in 1985. He was elected 
president in January 1986 and chairman and chief executive officer in April 1986. 

Larry B. Shelton, 51, Executive Vice President of Genesco; Chairman and Chief 
Executive Officer of The Greif Companies (a division of Genesco). Mr. Shelton has held 
various financial and general management positions since joining the Company in 1956. 
He was elected a vice president in 1967, executive vice president in 1977, and assumed 
his present responsibilities in October 1983. In connection with Mr. Shelton’s decision to 
continue as an officer of the Company, the board of directors elected him a director in 
January 1986. Mr. Shelton had previously served as a director from 1973 to 1977. He 
also serves as chairman of the American Apparel Manufacturers' Association. 

William Dragon Jr., 43, Executive Vice President of Genesco. Mr. Dragon joined the 
Company in i58i, was elected a vice president in 1984 and an executive vice president 
and a director in 1985. From 1979 to 1981 Mr. Dragon was vice president of marketing 
and sales for the Buxton division of Beatrice Foods Company. 

S. James Rutherford, 65, Executive Vice President; President of Genesco Canada, Inc. 
Mr. Rutherford in 1953 joined J.A. Johnston Company, which was acquired by Genesco in 
1964. He was named president of the Company's Canadian operations in 1978 and was 
elected executive vice president in February 1986. 

Thomas B. Clark, 44, Vice President and General Counsel. Before joining the Company 
in 1978, Mr. Clark was vice president, secretary and corporate counsel of AM 
International, Inc. where he had been employed since 1973. 

Richard L. Daniels, 48, Vice President, General Manager - Footwear Operations and 
Wholesale Divisions. Mr. Daniels joined the Company in 1980 as director of the 
Company's footwear manufacturing operations and was elected a vice president in 1983. 
From 1976 to 1980 Mr. Daniels was vice president of operations for Samsonite Furniture, 
a part of Beatrice Foods Company. 

James S. Gulmi, 40, Vice President—Finance, Treasurer and Chief Financial Officer. Mr. 
Gulmi was employed by Genesco in 1971 as a financial analyst, appointed assistant 
treasurer in 1974 and named-Treasurer in 1979. He was elected a vice president in 1983, 
and assumed his present responsibilites in January 1986. 

Don R. Martin, 46, Vice President—Human Resources. Before joining the Company in 
July 1981, Mr. Martin served as Division Vice President - Personnel for Castle & Cook 
Inc. where he had been employed since 1976. 

Robert E. Brosky, 45, Controller and Chief Accounting Officer. Mr. Brosky joined the 
Company in 1963, was named director of consolidated accounting and financial reporting 
in 1983, and controller and chief accounting officer in February 1986. 

William C. O'Connor, 57, Secretary and Associate General Counsel. Mr. O'Connor 
joined the Company in 1956 and was elected secretary in 1975. 
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PART 21 


ITEM 5, MARKET FOR THE REGISTRANT'S COMMON STOCK AND RELATED 

STOCKHOLDER MATTERS _____ 

The Company's Common Stock is listed on the New York Stock Exchange (Symbol: GCO) 
and the Midwest Stock Exchange. The following table sets forth for the periods 
indicated the high and low sales prices of the Common Stock as shown in the New York 
Stock Exchange Composite Transactions listed in the Wall Street Journal. 


Fiscal Year ended July 31 

High 

Low 

1984 1st Quarter 

$10 3/8 

$ 7 3/4 

2nd Quarter 

9 

6 5/8 

3rd Quarter 

7 3/8 

5 3/8 

4th Quarter 

8 1/8 

5 3/4 

Fiscal Period ended January 31 

1985 1st Quarter 

7 7/8 

6 

2nd Quarter 

6 5/8 

5 1/4 

Fiscal Year ended January 31 

1986 1st Quarter 

6 1/2 

4 1/2 

2nd Quarter 

5 

3 1/2 

3rd Quarter 

4 1/4 

2 3/4 

4th Quarter 

4 

2 7/8 


There were approximately 23,000 common shareholders of record on April 15, 1986. 

Dividends have not been paid on the Company's Common Stock since April 1973. See 
Note 10 to the financial statements included in Item 8 for a description of limitations on 
the Company's ability to pay dividends. 
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ITEM 6. SELECTED FINANCIAL DATA 


In Thousands except 
per share amounts 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

1984 

1983 

Twelve Months 
Ended Julv 31. 
1982 1981 

Results of Operations Data 

Net sales 

$538,486 

$297,372 

$606,264 

$639,761 

$664,805 

$662,490 

Depreciation and amortization 

10,587 

(29,834) 

4,998 

10,074 

11,519 

(312) 

10,554 

10,162 

Pretax earnings (loss) 

7,176 

18,678 

7,951 

26,098 

Earnings (loss) before discontinued 
operations and extraordinary 

(35,810) 

4,376 

11,044 

(2,972) 

1,099 

12,748 

Discontinued operations 

1,881 

-0- 

4,306 

-0- 

-0- 

(1,180) 

Extraordinary credits: 

U.S. federal income tax 

-0- 

172 

3,395 

-0- 

-0- 

6,495 

Extinguishment of debt 

-0- 

-0- 

-0- 

1,001 

-0- 

-0- 

Net earninqs (loss) 

$(33,929) 

$ 4.548 

$ 18,745 

$ (1.971) 

$ 1,099 

$ 18.063 

Per Common Share Data 

Earnings (loss) from continuing 
operations 

Primary 

$ (2.51) 

$ .22 

$ .57 

$ (.36) 

$ (.09) 

$ .75 

Fully Diluted 

(2.51) 

.21 

.55 

(.36) 

(.09) 

.71 

Discontinued operations 

Primary 

.12 

-0- 

.29 

-0- 

-0- 

(.10) 

Fully Diluted 

.12 

-0- 

.26 

-0- 

-0- 

(.09) 

Extraordinary credits 

Primary 

-0- 

.01 

.22 

.07 

-0- 

.51 

Fully Diluted 

-0- 

.01 

.21 

.07 

-0- 

.47 

Net earnings 

Primary 

(2.39) 

.23 

1.08 

(.29) 

(.09) 

1.16 

Fully Diluted 

(2.39) 

.22 

1.02 

(.29) 

(.09) 

1.09 

Book value 

.77 

3.40 

3.17 

1.86 

2.01 

1.14 

Balance Sheet Data 

Working capital 

$140,661 

$178,172 

$179,452 

$162,588 

$154,085 

$180,246 

Current ratio 

3.1 

3.9 

3.6 

3.1 

2.5 

2.7 

Total assets 

284,764 

322,549 

329,441 

327,178 

356,191 

379,629 

Notes payable 

-0- 

-0- 

-0- 

5.000 

16,000 

7,000 

Long-term debt* 

103,257 

111,267 

113,867 

121,079 

126,445 

147,457 

Capitalized lease obligations* 

22,411 

26,348 

28,076 

31,786 

22,648 

24,606 

Redeemable preferred stock 

22,161 

2!,929 

21,698 

21,469 

21,908 

39,082 

Non-redeemable preferred stock 

29,371 

29,228 

29,133 

29,030 

28,780 

26,936 

Common stockholders' equity 

31,125 

68,650 

64,865 

41,883 

41,733 

33,847 

Capital expenditures 

9.743 

5.049 

7,525 

18,137 

17.276 

18,964 

Other Data 

Number of stores 

1,052 

1,088 

1,098 

1,157 

1,194 

1,134 

Number of employees 

10.000 

11,500 

12,400 

13,200 

16.000 

18,000 


* Includes current payments. 


For information regarding divested operations, see Item I "Divested Operations" and 
Note 9 to the financial statements included in Item 8. 


For information regarding recent trends, see "Recent Developments and Trends" in Item 
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ITEM 7, MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS ___ 

This discussion should be read in conjunction with the selected financial information in 
Item 6 and the business segment information in Note 15 to the financial statements 
included in Item 8. 

Recent Developments and Trends 

For the fiscal year ended January 31, 1986 ("Fiscal 1986"), the Company had a 
pretax loss of $29,834,000, compared to pretax earnings of $15,288,000 in the twelve- 
month period ended January 31, 1985. Company sales for Fiscal 1986 were $538,486,000 
compared to $596,012,000 in 1985, a decline of $57,526,000. The Fiscal 1986 loss 
includes a $4,462,000 charge to earnings to restructure its men’s tailored clothing 
manufacturing operations, a $9,764,000 charge to restructure its U.S. footwear 
operations, a $6,200,000 provision for environmental proceedings (see Note 14 to the 
financial statements included in Item 8) and an $830,000 write-down of footwear retail 
inventories. Results for Fiscal 1986 benefited by $1,053,000 from a change in actuarial 
assumptions used in computing pension expense and $1,881,000 from recognition of an 
excess provision made in prior years for losses from discontinued operations. 

A slump in tailored clothing sales, which began in fiscal year 1983, continued 
through Fiscal 1986. In response to the sales decline, the Company in July 1985 adopted 
the plan referred to above to reduce its tailored clothing manufacturing capacity. This 
capacity reduction plan had no material impact on earnings in Fiscal 1986, but is 
expected to reduce costs in future years. Tailored clothing backlog at March 28, 1986, 
consisting primarily of both spring and fall 1986 orders, was 3.3% less than at March 29, 
1985. 


The Company's U.S. footwear manufacturing and wholesale operations continued to 
be adversely affected by record high levels of imports, leading to underutilized 
manufacturing capacity and underabsorption of overhead. In response, the Company 
adopted the footwear restructuring plan referred to above that is designed to bring the 
Company's productive capacity in line with projected sales. In addition, the Company is 
closing 60 unprofitable retail stores and is phasing down a wholesale division. The 
projected costs are $5,41 1,000 for the plant closings and phase-down of the wholesale 
division, which had $8,114,000 of sales in Fiscal 1986, and $4,353,000 for the retail store 
closings. 

As a result of continued weakness in the Company's U.S. footwear and tailored 
clothing operations, the Company expects to incur a substantial net loss in the first six 
months of the fiscal year ending January 31, 1987. 


Results of Operations 

Year Ended January 31,1986 

U.S. footwear retail produced a pretax loss of $5,050,000 (including the $4,353,000 
charge for retail store closings), compared to a pretax profit of $11,224,000 for the 
twelve-month period ended January 31, 1985. Sales decreased $6,710,000 (4%), while 
unit sales decreased 10%. The decline in earnings is primarily attributable to reduced 
gross margins (attributed to both lower sales and higher mark-downs) and to higher 
operating expenses which, excluding the $4,353,000 charge for retail store closings, 
increased 4% principally because of increases in division administrative expenses. The 
Company's U.S. retail operations continue to experience difficulties which are related to 
changes effected in a reorganization of a large part of those operations in August 1984. 

Canadian footwear retail generated pretax earnings of U.S. $7,061,000, compared 
to U.S. $6,204,000 last year. Sales in Company-owned shoe stores increased 13%, while 
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unit sales increased 2%. The increase in pretax earnings resulted from the increase in 
sales and a decrease in operating expenses as a percentage of sales. During the year the 
Company completed its planned withdrawal as a leased department operator in Canada. 

U.S. footwear manufacturing and wholesale operations, including raw materials, 
produced a pretax loss of $4,184,000 (including the $5,411,000 charge for plant closings 
and the phase-down of a wholesale division), compared to a pretax profit of $6,171,000 
last year. Sales were $29,197,000 (16%) less than last year, while unit sales decreased 
24%. The decline in both unit and dollar sales is in all wholesale lines, except for the 
athletic shoe line which increased in both unit and dollar sales. The discontinued 
Wrangler casual shoe line accounted for 23% of the dollar sales decline and 36% of the 
unit sales decline. The decline in earnings, excluding the $5,411,000 charge, is due to 
reduced sales and gross margins in the wholesale divisions and to volume-related 
underabsorbed overhead in the manufacturing plants. 

Canadian footwear wholesale operations produced pretax earnings of U.S. 
$3,141,000 compared to U.S. $1,838,000 last year. Sales declined U.S. $263,000 (2%), 
although unit sales increased 1%. Pretax earnings from operations increased 75% due to 
improved gross margins resulting from improved manufacturing efficiencies. Pretax 
earnings for financial reporting purposes increased only 71% because of a reduction in 
nonoperating exchange gains this year versus last year. 

Men's apparel operations produced a pretax loss of $4,494,000 (including the 
$4,462,000 restructuring charge), compared to pretax earnings of $4,465,000 last year. 
Tailored clothing accounted for 90% of the decrease. Total men's apparel sales were 
$22,021,000 (15%) lower than last year. Sales of hosiery were 7% lower than last year, 
and sales of tailored clothing were 17% lower than last year. The earnings decline, 
excluding the restructuring charge, was due to volume-related underabsorption of 
manufacturing overhead. 

Interest expense (net of interest income) was 2% higher than last year. Decreased 
interest income, resulting from a reduction in cash available for short-term investment, 
and lower rates on cash that was invested were the primary causes of the increased 
interest expense. The decreased interest income was partially offset by a decline in 
interest expense, resulting from a reduction in long-term debt and from the absence of 
short-term debt during Fiscal 1986. 


For a discussion of the effects of inflation on the Company's operations, see Note 
17 to the financial statements included in Item 8. 

Six Months Ended January 31, 1985 

Effective January 31, 1985, the Company changed its fiscal year-end from July 31 
to January 31. This discussion covers the six-month period ended January 31, 1985 
("Fiscal 1985") in comparison with the six months ended January 31, 1984. Results for 
the six-month periods are not necessarily indicative of results for a full year. 

The Company had pretax earnings of $7,176,000 in Fiscal 1985 compared to 
$10,566,000 in the comparable period ended January 31, 1984, a decrease of 32%. Pretax 
earnings for Fiscal 1985 benefited from a $1,178,000 ($.08 per share) expense reduction 
resulting from a modification of the Company's method of allocating U.S. payroll taxes 
within its fiscal periods to reflect payroll taxes as incurred, rather than prorating them 
over a 12-month period. This modification will result in somewhat greater expense in 
the first part of each calendar year. 

U.S. retail footwear pretax earnings decreased $2,330,000 (29%) from $8,121,000 in 
the six months ended January 31, 1984 to $5,791,000 in Fiscal 1985. Sales decreased 
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$1,648,000 (2%), and unit sales decreased 3%. Operating expenses increased 4% 
principally because of increases in store rents, advertising and display, and 
administrative expenses. 

Canadian retail footwear pretax earnings decreased U.S. $284,000 (7%), sales 
declined U.S. $5,074,000 (12%), and unit sales decreased 17%, all of which were 
attributable to the Company's decision to terminate its leased department operations in 
a chain of discount stores in Canada. Sales in Company-owned shoe stores increased by 
6 %. 


U.S. wholesale footwear operations including raw materials produced pretax 
earnings of $1,130,000 in Fiscal 1985 compared to $2,968,000 in the comparable period 
ended January 31, 1984, a reduction of 62%. Sales were $4,615,000 (5%) less than the 
six-month period ended January 31, 1984. Unit sales decreased 15%. The decline in both 
unit and dollar sales was attributable primarily to a reduction in private label sales to 
mass merchandisers. The reduction in earnings was due to reduced wholesale sales and 
to underabsorbed overhead resulting from a reduced level of production in the 
manufacturing plants. 

Canadian wholesale footwear operations pretax earnings declined U.S. $745,000 
(63%). Sales declined U.S. $2,043,000 (23%). The reduction in earnings was due to 
reduced wholesale sales and to underabsorbed overhead resulting from a reduced level of 
production in the manufacturing plants. 

Men's apparel pretax earnings increased $539,000 (14%) over the comparable period 
ended January 31, 1984, with tailored clothing accounting for all of the increase. Total 
men's apparel sales were $4,923,000 (7%) higher. Sales of hosiery were slightly less, 
while sales of tailored clothing were 10% higher. Increased tailored clothing sales and 
the resulting absorption of manufacturing overhead accounted for the earnings 
improvement, in spite of higher than normal write-downs of obsolete inventory. 

Corporate expenses decreased $1,165,000 (31%) primarily because of the slowdown 
in the Company's business which resulted in not accruing any management incentive 
compensation and reversing that which had been previously accrued. 

Interest expense (net of interest income) was essentially the same. The Company 
had no short-term indebtedness outstanding during Fiscal 1985. 


Year Ended July 31, 1984 

The Company had pretax earnings of $18,678,000 in 1984 compared to a loss of 
$312,000 in 1983. The increase, achieved during a favorable economic environment, was 
broadly based throughout all segments of the Company's business. 

During the third quarter ended April 30, 1984, the Company determined that its 
provision for discontinued operations established in prior years was greater than its 
currently anticipated requirements. The provision was therefore reduced by $4,306,000, 
which was reflected in net income in the third quarter. 

On August 16, 1984 the U.S. and Canadian governments ratified a tax treaty which, 
among other things, reduced from 15% to 10% the withholding tax rate that applied to 
repatriated earnings. The effect of this rate reduction was recorded in 1984 and reduced 
previously accrued withholding taxes by $1,253,000. 

U.S. retail footwear pretax earnings increased $6,329,000 (88%) over 1983. Sales 
increased $16,604,000 (10%), and unit sales increased 8%. The increase in pretax 
earnings was due primarily to increased sales and improved gross margins. Operating 
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expenses increased 6% principally because of increases in store rents and compensation 
of sales personnel. 

Canadian retail footwear pretax earnings increased U.S. $2,569,000 (66%). Sales 
increased U.S. $2,261,000 (3%), and unit sales increased 6%. The increase in pretax 
earnings resulted from increased sales and improved gross margins. Operating expenses 
were slightly less than 1983. 

U.S. wholesale footwear operations produced pretax earnings of $3,605,000 
compared to $585,000 in 1983. The improvement in pretax earnings, which was the result 
of improved gross margins, occurred in every division of U.S. wholesale operations, 
except for the Wrangler casual shoe division which the Company discontinued. Operating 
expenses were essentially the same as last year. Sales were $11,724,000 (8%) less than 
1983. Unit sales decreased 26%. The decline in both unit and dollar sales was attributed 
primarily to the Company's decision to reduce the amount of low-margin, private label 
sales to mass merchandisers. 

Pretax earnings from raw materials operations were slightly higher than 1983, 
although sales increased $9,033,000 (21%). Reduced margins in certain product lines and 
increased operating expenses adversely affected the earnings increase. 

Canadian wholesale footwear operations pretax earnings increased U.S. $1,219,000 
(89%), despite a sales decline of U.S. $1,001,000 (6%). The improvement in pretax 
earnings was due to reduced operating expenses. The sales decline was attributed to the 
closing of a wholesale division. Sales from continuing operations were slightly higher 
than 1983. 

Men's apparel pretax earnings increased $1,646,000 (27%) with tailored clothing 
accounting for 89% of the increase. Total men's apparel sales were $10,422,000 (7%) less 
than 1983. Sales of hosiery were essentially the same as 1983. Sales of tailored clothing 
were 9% lower as a result of planned reductions in certain product lines, increased 
import competition and the winding down of a major sales contract. Improved 
manufacturing efficiency and reductions in expenses in tailored clothing operations, 
primarily as a result of the inclusion in 1983 expenses of substantial costs of 
consolidating two tailored clothing divisions, accounted for the earnings improvement. 

Interest expense (net of interest income) decreased $2,074,000 (14%) primarily 
because of decreased short-term indebtedness. The only short-term indebtedness 
incurred by the Company during 1984 was $5 million that Genesco Financial Corporation 
was required by its long-term lenders to have borrowed at all times. This requirement 
was waived in July 1984 and the $5 million was repaid. A $2.1 million increase in long¬ 
term interest expense in 1984 resulting from long-term debt refinancings in March and 
October of 1983 at higher interest rates was more than offset by the increase in interest 
income from invested excess cash. 

Corporate expenses were $1,439,000 (24%) higher in 1984 than in 1983 and included 
a write-off of certain fixed assets in 1984 whereas 1983 included a nonrecurring gain 
from the redemption of securities and income from a lawsuit settlement. 

Year Ended July 31,1983 

The Company had a prelax loss of $312,000 in 1983 compared to pretax earnings of 
$7,951,000 in 1982, a reduction of $8,263,000. Included in the 1983 results was a loss of 
$3,351,000 on the sale of the Haywood division, manufacturers of jeans and casual slacks, 
and a $7,926,000 decline in the Company's tailored clothing operations. The Company's 
business in general was adversely affected by the depressed business environment in the 
U.S, and Canada. 
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U.S. retail footwear operations generated pretax earnings of $7,225,000 in 1983 
compared to $5,890,000 in 1982. Net sales increased $14,078,000 (9%), and unit sales 
increased 5%. The increase in earnings was due primarily to increased sales and to a 
lesser degree improved gross margin. 

Canadian retail footwear earnings declined U.S. $105,000 (3%). Increases in retail 
store rent, compensation of sales personnel (principally in leased department operations) 
and other store related expenses contributed to the decline. Sales increased U.S. 
$9,968,000 (16%), primarily a result of the addition of 32 leased departments in a chain 
of discount stores. 

U.S. wholesale footwear operations produced pretax earnings of $585,000 in 1983 
compared to a pretax loss of $2,779,000 in 1982. The improvement in earnings was 
attributed to significant improvements in results of the private label and another 
wholesale division and in manufacturing operations. The decision in 1982 to discontinue 
the Easy Street and Cover Girl lines of women's shoes reduced the losses of these lines 
from $1,449,000 in fiscal 1982 to $117,000 in 1983. Sales were $19,252,000 (12%) less 
than in 1982. Unit sales decreased 13%. The discontinued Easy Street and Cover Girl 
lines accounted for $11,492,000 of this sales decline. Another factor in the decline in 
sales was the Company's decision in 1983 to reduce the amount of low-margin, private 
label sales to mass merchandisers. 

Raw materials operations earned $1,182,000 (21%) less than in 1982. The major 
reason for the decline in earnings was a $3,563,000 (8%) reduction in sales. Sales of 
leather and cut soles, particularly for military footwear and western boots, declined 
substantially in 1983. 

In 1983 Canadian wholesale footwear operations earned U.S. $947,000 (41%) less 
than in 1982. Earnings were adversely affected by the decline in sales, resulting in 
underabsorbed overhead. Sales declined U.S. $4,424,000 (20%). Although sales were 
adversely affected by economic conditions in Canada, approximately 65% of the sales 
decline was attributed to the closing of a wholesale division. 

The $9,386,000 (6%) decline in sales of men’s apparel was attributed entirely to 
tailored clothing operations. Sales of hosiery increased slightly. Earnings declined 
$7,406,000 (54%). Earnings from tailored clothing operations were adversely affected by 
substantial expenses resulting from the consolidation of two tailored clothing divisions, 
by reduced sales and by manufacturing inefficiencies. 

Interest expense increased $892,000 (7%) primarily because of increased short-term 
indebtedness. Average short-term interest rates declined from 17.4% in 1982 to 11.5% 
in 1983. 

Liquidity and Capita! Resources 

The following table indicates the decrease in certain working capital data at 
January 31, 1986 from January 31, 1985 levels. All amounts are in millions of dollars 
except current ratio. 



January 31 
S986 

January 31 
i 985 

Decrease 

(%) 

Cash and Short-Term Investments 

$ 23.1* 

$ 42.0* 

$18.9 

(45%) 

Working Capital 

$140.7 

$178.2 

$37.5 

(21%) 

Current Ratio 

3.1 

3.9 

.8 

(21%) 


* Reflects seasonal peak in cash and short-term investments. 
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Cash and short-term investment currently on hand and expected to be generated 
by operations during the fiscal year ending January 31, 1987 will not be sufficient to 
finance expected operating losses, working capital and other projected cash needs during 
such period. Continued operation of the Company in the normal course is dependent on 
the Company’s ability to obtain adequate funding of ongoing operations from external or 
internal sources. 

The Company's near-term working capital needs were expected to have been met 
under a $15 million revolving credit agreement between Genesco and a group of 10 
commercial banks and a $10 million revolving credit agreement between Genesco 
Financial Corporation ("GFC"), a subsidiary which finances Genesco's accounts 
receivable, and that same bank group. ,As_a result of losses incurred by the Company in 
the fourth quarter of Fiscal 1986, the Company failed to meet the Tangible Net Worth 
requirements under its credit agreement and on April 3, 1986 terminated that 
agreement. There were no loans outstanding. The revolving credit agreement with GFC 
remains in effect until its expiration on July 31, 1986. Due to uncertainty regarding the 
Company's ability to obtain adequate external financing, the Company is currently 
unable to obtain commercial letters of credit used to import foreign goods into the 
United States. The Company imports substantial amounts of shoes and of piece goods for 
its tailored clothing business. 

A first mortgage loan commitment has been received by the Company's real estate 
subsidiary which, if completed, will make approximately $5 million of additional cash 
available to the Company. The Company is also seeking other credit arrangements from 
banks and other sources, but there is no assurance that the Company will be successful. 
Any such other credit arrangement will likely involve stringent financial and other 
covenants, the granting of security interests in GFC assets and the mandatory sale of 
some Company assets and operations. Covenants in Genesco's and GFC's long-term debt 
agreements limit the ability of Genesco and GFC to incur additional long-term debt and 
to grant security interests in their assets. See Note 7 to the financial statements 
included in Item 8 for additional information regarding such restrictions. 

Apart from any external financing plan, the Company is seeking a buyer for its 
hosiery operations and is considering the sale or liquidation of other operations or assets 
to generate cash for ongoing operations. A decision to sell certain operations could 
result in a charge to earnings. 
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ACCOUNTANTS* REPORT 


To the Board of Directors and Stockholders of 
Genesco Inc. 

We have examined the consolidated balance sheet of Genesco Inc. and its subsidiaries as 
of January 31, 1986 and 1985, and the related consolidated statements of earnings, of 
changes in financial position, of additional paid-in capita! and of accumulated deficit for 
the year ended January 31, 1986, for the six months ended January 31, 1985, and for each 
of the two years in the period ended July 31, 1984. Our examinations were made in 
accordance with generally accepted auditing standards and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

As explained in Note 18 to the financial statements, at January 31, 1986 the Company was 
not in compliance with certain covenants contained in the parent company's revolving 
credit agreement and subsequently terminated this agreement to prevent default. The 
Company is currently seeking other sources of short-term financing or alternative means 
of raising funds to finance its current operations. Continuation of the Company in its 
present form could be dependent upon securing adequate funds to finance current 
operations. The financial statements do not include any adjustments relating to the 
recoverability and classification of recorded asset amounts or the amounts and 
classification of liabilities that might be necessary should the Company be unable to 
continue in existence. 


In our opinion, subject to the effects on the 1986 financial statements of such 
adjustments, if any, as might have been required had the outcome of the uncertainty 
referred to in the preceding paragraph been known, the consolidated financial statements 
examined by us present fairly the financial position of Genesco Inc. and its subsidiaries at 
January 31, 1986 and 1985, and the results of their operations and the changes in their 
financial position for the year ended January 31, 1986, for the six months ended January 
31, 1985 and for each of the two years in the period ended July 31, 1984, in conformity 
with generally accepted accounting principles consistently applied. 




PRICE WATERHOUSE 


February 26, 1986, except as to Notes 6, 10, 14 
and 18, which are as of April 29, 1986 
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Genesco Inc. 

and Consolidated Subsidiaries 
Consolidated Balance Sheet 
January 31, 

In Thousands 


Assets 

1986 

1985 

CURRENT ASSETS 

Cash 

Short-term investments (Note 1) 

Receivables (Note 2) 

Inventories (Note 3) 

Prepaid expenses 

$ 10,332 
12,791 
59,102 
124,038 
2,828 

$ 10,554 
31,426 
66,032 
129,757 
2,754 

Total current assets 

209,09! 

240,523 

Plant, equipment and capitalized lease rights (Note 4) 
Other assets 

69,394 

6,279 

76,370 

5,656 

Total Assets 

$284,764 

$322,549 


Liabilities and Stockholders' Equity 

1986 

1985 

CURRENT LIABILITIES 

Current payments on long-term debt 

Current payments on capitalized lease obligations 

Accounts payable and accrued liabilities (Notes 5 and 12) 
Provision for discontinued operations (Note 9) 

$ 8,484 
3,027 
49,707 
7,212 

$ 8,506 
3,243 
48,784 
1,818 

Total current liabilities 

68,430 

62,351 

Long-term debt (Notes 7 and 10) 

Capitalized lease obligations (Note 8) 

Provision for discontinued operations (Note 9) 

Other long-term liabilities 

Redeemable preferred stock (Note 10) 

Non-redeemable preferred stock (Note 10): 

Stated value of issued shares 

Employee preferred stock purchase accounts (Note 13) 

94,773 

19,384 

14,591 

4,929 

22,161 

46,094 

(16,723) 

102,761 

23,105 

13,515 

1,010 

21,929 

46,094 

(16,866) 

Total non-redeemable preferred stock 

29,371 

29,228 

Common stockholders’ equity (Note 10): 

Par value of issued shares 

Additional paid-in capital 

Employee common stock purchase accounts (Note 13) 
Accumulated deficit 

Treasury stock, at cost 

Foreiqn currency translation adjustments (Note 1) 

15,587 

79,930 

(516) 

(38,661) 

(17,857) 

(7,358) 

15,569 

80,246 

(518) 

(4,732) 

(17,857) 

(4,058) 

Total common stockholders' equity 

31,125 

68,650 

Total Liabilities and Stockholders* Equity 

$284,764 

$322,549 


The accompanying Notes are an integral part of these Financial Statements. 
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Genesco Inc. 

and Consolidated Subsidiaries 
Consolidated Earnings 
In Thousands 



Twelve Months 

Six Months 




Ended 

Ended 

Twelve Months 


January 31, 

January 31, 

Ended July 31, 


1586 

1985 

1984 

1983 

Net sales 

$538,486 

$297,372 

$606,264 

$639,761 

Cost of sales 

351,073 

191,931 

382,422 

426,499 

Gross margin 

187,413 

105,441 

223,842 

213,262 

Selling, general and administrative expenses 

186,271 

92,868 

192,125 

195,760 

Interest expense, net 

12,551 

6,117 

12,517 

14,591 

Other income (expense) 

2,001 

720 

(522) 

128 

Operating income (loss) 

(9,408) 

7,176 

18,678 

3,039 

Loss on divested operation (Note 9) 

Provision for: 

- 0 - 

- 0 - 

-0- 

(3,351) 

Tailored clothing restructuring (Note 9) 

(4,462) 

- 0 - 

- 0 - 

- 0 - 

Footwear restructuring (Note 9) 

(9,764) 

- 0 - 

- 0 - 

- 0 - 

Environmental proceedings (Note 14) 

(6,200) 

- 0 - 

- 0 - 

- 0 - 

Pretax earnings (loss) 

(29,834) 

7,176 

18,678 

(312) 

Income taxes (Note II) 

5,976 

2,800 

7,634 

2,660 

Earnings (loss) before discontinued 





operations and extraordinary credits 

Excess provision for future losses of 

(35,810) 

4,376 

11,044 

(2,972) 

discontinued operations (Note 9) 

1,881 

- 0 - 

4,306 

- 0 - 

Earnings (loss) before extraordinary credits 
Extraordinary credits: 

(33,929) 

4,376 

15,350 

(2,972) 

U. S. federal income tax (Note 11) 

-0- 

172 

3,395 

- 0 - 

Extinguishment of debt (Note 7) 

- 0 - 

- 0 - 

- 0 - 

1,001 

Net Earnings (Loss) 

$(33,929) 

$ 4,548 

$ 18,745 

$ (1,971) 

Earnings (loss) per common share (after 
preferred dividend requirements - Note 1): 
Primary: 





Before discontinued operations and 

$(2.5!) 




extraordinary credits 

$ .22 

$ .57 

$(.36) 

Before extraordinary credits 

$(2.39) 

$ .22 

$ .86 

$(.36) 

Net earnings (loss) 

Fully diluted: 

$(2.39) 

$ .23 

$1.08 

$(.29) 

Before discontinued operations and 




$(.36) 

extraordinary credits 

$(2.5!) 

$ .21 

$ .55 

Before extraordinary credits 

$(2.39) 

$ .21 

$ .81 

$(.36) 

Net earnings (loss) 

$(2.39) 

$ .22 

$1.02 

$(.29) 


The accompanying Notes are an integral part of these Financial Statements. 
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Genesco Inc., 

and Consolidated Subsidiaries 
Consolidated Changes in Financial Position 
In Thousands 


Twelve Months 
Ended 
January 31, 
1986 


Six Months 
Ended 
January 3 i, 
1985 


Operations: 

Earnings (loss) before extraordinary credits 
Depreciation and amortization 
Provision for discontinued operations, net 
Other charges to earnings not requiring cash 


Cash provided by (used for) operairions before extraordinary 
credits and working capital items 
Extraordinary credits: 

U.S. federal income tax 
Extinguishment of debt 
Cash provided by (used for) operating working 
capital changes*_ 


Cash provided by operations 


Investments: 

Additions to plant, equipment and capitalized 
lease rights 

Proceeds from plant and equipment disposals 
Changes in long-term investments and receivables 


Cash used for investments 


Financing: 

Payment of long-term debt 
Long-term borrowing 
Retirement of debt 

Capital stock and warrants issued and exercised 

Preferred stock redemptions and exchanges 

Decrease in notes payable 

Payment of capitalized lease obligations 

Additional capitalized lease obligations 

Increase in deferred note expense 

Other__ 


Cash used for financing activities _ 

Provision for Discontinued Operations 


Increase (Decrease) in Cash and Short-term Investments 
Cash and Short-term Investments - Beginning of Period 

Cash and Short-term Investments - End of Period$ 23,123 


Twelve Months 
Ended July 31 1 
1984 1983 


$ 4,376 $ 15,350 $ (2,972) 


10,587 

12,345 

5,596 

4,998 

-0- 

479 

10.074 

(4,440) 

1,521 

11,519 

1,025 

3,027 

(5,401) 

9,853 

22,505 

12,599 

-0- 

172 

3,395 

-0- 

-0- 

-0- 

-0- 

1,001 


8,451 (885) 20,264 

18,476 25,015 33,864 


(5,049) (7,525) (18,137) 

480 2,849 14,731 

(369) (1,163) 429 


(3,212) (30,601) (15,007) 

-0- 22,350 30,414 

-0- -0- (30,414) 

172 7,225 419 

(100) (101) (770) 


- 0 - 

22,350 

- 0 - 

- 0 - 

172 

7,225 

(100) 

(101) 

- 0 - 

(5,000) 

(1,818) 

(3,819) 

102 

171 

- 0 - 

(1,085) 

(186) 

(1,539) 

(5,042) 

(12,399) 

1,496 

(474) 

9,992 

6,303 

31,988 

25,685 


The accompanying Notes are an integral part of these Financial Statements. 
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Gunesco Inc. 

and Consolidated Subsidiaries 
!n Thousands 

Consolidated Changes in Financial Position, Continued 


*Cash Provided by (Used for) Operating 
Working Capital Chanqes 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 

January 31, _ 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

ReceivacSef 

$ 6,930 

$ 8,802 $ 

7,801 

$ 14,812 

Invented js 

5,719 

7,835 

(9,688) 

17,754 

Prepaid expenses 

(74) 

134 

(146) 

(1,467) 

Accounts payable and accrued liabilities 

(2,175) 

(8,320) 

1,148 

(10,835) 

Cash Provided by (Used for) Operating 





Working Capital Chanqes 

$ 10,400 

$ 8,451 $ 

(885) $ 20,264 

Consolidated Additional Paid-In Capital 


Twelve Months 

Six Months 




Ended 

Ended 

Twelve Months 


January 31, 

January 31, _ 

Ended July 31. 


1986 

1985 

1984 

1983 

Balance at beginning of period 

$ 80,246 

$ 80,440 $ 74,172 

$ 72,701 

Increase in liquidation value 





of series 2 stock 

(331) 

(331) 

(331) 

(331) 

Preferred dividends paid 

(48) 

-0- 

-0- 

-0- 

Issuance of common stock 

-0- 

-0- 

4,786 

-0- 

Issuance of stock warrants 

-0- 

-0- 

1,715 

1,476 

Exercise of stock options and warrants 

63 

137 

98 

326 

Balance at End of Period 

$ 79,930 

$ 80,246 $ 80,440 

$ 74,172 

Consolidated Accumulated Deficit 


Twelve Months 

Six Months 




Ended 

Ended 

Twelve Months 


January 31, 

January 31, _ 

Ended July 31, 


1986 

1985 

1984 

1983 

Balance at beginning of period 

$ (4,732) 

$ (9,254) $(27,944) $(25,914) 

Net earnings (loss) 

(33,929) 

4,548 

18,745 

(1,971) 

Preferred dividends paid 

- 0 - 

(26) 

(55) 

(59) 

Balance at End of Period 

$(38,661) 

$ (4,732) $ (9,254) $(27,944) 


The accompanying Notes are an integral part of these Financial Statements. 
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Genesee Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note I 

Summary of Significant Accounting Policies __ 

Basis of Consolidation 

Genesco Inc. and all subsidiaries are included in the consolidated financial statements. 
Change in Fiscal Year 

Effective January 31, 1985, the Company changed its fiscal year end from July 31 to 
January 31, to more closely coincide with other companies in its industry. 3n connection 
with the fiscal year change, the Company modified its method of allocating payroll taxes 
within its fiscal periods to record payroll taxes as incurred rather than prorate them over 
the fiscal period. The effect of the modification in the method of allocating payroll 
taxes for the six months ended January 31, 1985 was to increase earnings before 
extraordinary credit by $974,000 and net earnings by $1,146,000, and 
earnings per common share before extraordinary credit by $.06 and net earnings by 
$.08. 


Short-term Investments 

Short-term investments are recorded at cost, which approximates market value. 
Inventories 

Inventories are stated at the lower of cost or market determined, in wholesaling and 
manufacturing divisions, principally by the first-in, first-out method. Inventories of 
retail divisions are determined by the retail method. 

Plant, Equipment and Capitalized Lease Rights 

Plant, equipment and capitalized lease rights are recorded at cost and are depreciated or 
amortized over the estimated useful life of the related assets. Depreciation and 
amortization expense is computed principally by the straight-line method. 

Postemployment Benefits 

Substantially all of the Company's employees are covered by pension plans. The 
Company sponsored plan is funded in accordance with the minimum funding standard 
under the Employee Retirement Income Security Act. Pension expense is determined 
pursuant to the requirements of Accounting Principles Board Opinion No. 8. Both 
amounts are determined by the Company's independent actuaries. For multiemployer 
plans, the Company charges to expense the amounts required to be funded by collective 
bargaining agreements. 

The Company provides certain health care benefits for early retirees and life insurance 
benefits for retired employees. Except for employees covered by collective bargaining 
agreements, substantially all employees who retire prior to age 65 and meet certain 
other requirements will be eligible for health care benefits, and substantially ail 
employees who were first employed by the Company before 1980 and meet certain other 
requirements will be eligible for life insurance benefits upon retirement from the 
Company. The cost of retiree health care and life insurance benefits is recognized as 
expense as claims are paid. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note S 

Summary of Significant Accounting Policies, Continued ___ 

Earnings (Loss) per Common Share 

Primary earnings (loss) per share are computed by dividing net earnings (loss), adjusted 
for preferred dividend requirements (1986 -$2,083,000; 1985 -$ 1,033,000; 1984 - 
$2,330,000; 1983 - $2,199,000), by average common shares and common share equivalents 
outstanding. In computing fully diluted earnings (loss) per share, earnings (loss) and 
average shares are appropriately adjusted for outstanding dilutive securities. 

Foreign Currency Translation 

Assets and liabilities of foreign subsidiaries are translated at the exchange rate on the 
balance sheet date. Income and expense accounts are translated at monthly average 
exchange rates. Unrealized translation adjustments are reported as a separate 
component of stockholders' equity. Gains and losses from certain foreign currency 
transactions are reported as an item of income and resulted in a net gain of $1,338,000 
for the year ended January 31, 1986 and $189,000 for the six months ended January 31, 
1985. Unrealized translation adjustments for the year ended January 31, 1986 and the 
six months ended January 31, 1985 were: 


In Thousands 

1986 

1985 

Balance at beginning of period 

$(4,058) 

$(3,477) 

Unrealized translation adjustments 

(3,300) 

(581) 

Balance at End of Period 

$(7,358) 

$(4,058) 


Note 2 
Receivables 


Genesco sells most of its accounts receivable to Genesco Financial Corporation (GFC), a 
wholly-owned consolidated subsidiary. The receivable amounts below include amounts 
sold to GFC as follows: 1986~$54,207,000; 1985~$61,841,000. 

In Thousands 

1986 

1985 

Trade accounts receivable 

Miscellaneous receivables 

$ 61,345 
2,017 

$68,517 

362 

Total receivables 

Allowance for bad debts and cash discounts 

63,362 

(4,260) 

68,879 

(2,847) 

Net Receivables 

$ 59,102 

$66,032 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 3 
Inventories 


In Thousands 

1986 

1985 

Raw materials 

$ 20,823 

$ 24,976 

Work in process 

14,976 

15,699 

Finished goods 

32,029 

31,866 

Retail merchandise 

56,210 

57,216 

Total Inventories 

$124,038 

$129,757 


Note 4 

Plant, Equipment and Capitalized Lease Rights 


In Thousands 

1986 

1985 

Plant and equipment: 

$ 2,415 

$ 2,548 

Land 

Buildings and building equipment 

12,636 

13,695 

Machinery, furniture and fixtures 

48,888 

48,221 

Construction in progress 

3,422 

2.740 

Improvements to leased property 

Capitalized lease rights: 

48,945 

47,582 

Land 

1,638 

1,862 

Buildings 

35,530 

38,066 

Machinery, furniture and fixtures 

9,644 

9,726 

Total plant, equipment and capitalized lease rights 
Accumulated depreciation and amortization: 

163,118 

164,440 

Plant and equipment 

(67,588) 

(63,244) 

Capitalized lease riqhts 

(26,136) 

(24,826) 

Totals 

$ 69,394 

$ 76,370 


Note 5 

Accounts Payable and Accrued Liabilities 


In Thousands 

1986 

1985 

Trade accounts payable 

Accrued liabilities for: 

$16,670 

$18,656 

Employee compensation 

10,342 

10,017 

Pensions 

3,592 

2,793 

Income taxes 

573 

1,069 

Foreign deferred taxes 

4,723 

3,278 

Other taxes 

3,677 

3,409 

Interest 

2,667 

2,913 

Other 

7,463 

6,649 

Totals 

$49,707 

$48,784 


At January 31, 1986 and 1985, outstanding checks drawn on certain domestic banks 
exceeded book cash balances for those banks by approximately $2,514,000 and 
$4,949,000, respectively. These amounts are included in accounts payable. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 6 

Revolving Credit Agreements __ 

Under revolving credit agreements in effect during the year ended January 31, 1986, nine 
U. S. banks and one Canadian bank provided commitments for loans to Genesco of up to 
$15,000,000 and to GFC of up to $10,000,000. In addition, an agreement with another bank 
provided a combined commitment for revolving credit loans to Genesco and GFC of up to 
$1,000,000. Neither Genesco nor GFC had loans outstanding under their revolving credit 
agreements during the year. 

Because of Genesco's inability to comply with the Tangible Net Worth requirement in its 
revolving credit agreement as of January 31, 1986, the Company on April 3, 1986 
terminated the agreement to avoid a Default thereunder. See Note 18 for information 
concerning the Company's short-term credit needs and the actions the Company is 
considering. 

Under the GFC revolving credit agreement, which remains in effect and expires by its 
terms on July 31, 1986, Genesco is required to maintain GFCs Effective Net Worth at not 
less than $31,770,000 minus any future dividends paid. GFC is required to maintain (i) a 
ratio of indebtedness for borrowed money, excluding Subordinated Debt, to Effective Net 
Worth of not more than 4 to I and (ii) cash, certain investments and net Receivables at 
least equal to 110% of total liabilities. All of the GFC requirements were met at January 
31, 1986. 

GFCs revolving credit agreement provides for interest on outstanding loans payable 
quarterly at the Corporate Base Rate in effect from time to time and commitment fees 
payable quarterly at the rate of 1/2 of !% per annum on the daily unused portion of the 
commitments. Compensating balance arrangements provide for GFC to maintain collected 
funds on deposit in each bank which, over a calendar year, average 10% of the bank's 
commitments plus 10% of the average borrowings under the commitments. 
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Gertesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 7 

Long-Term Debt 


In Thousands 

1986 

1985 

15.25% senior sinking fund notes due December 1994 
(less unamortized discount: 1986 - $409; 1985 - $473) 
with annual payments of $1,197 beginning June 1988 

$ 11,559 

$ 11,495 

14.25% senior sinking fund notes due December 1994 
(less unamortized discount: 1986 - $1,452; 1985 - $1,678) 
with annual payments of $1,845 beginning June 1988 

16,994 

16,768 

9.75% senior sinking fund notes due October 1993 
(less unamortized discount: 1986 - $5,509; 1985 - $6,442) 
with annual payments of $3,600 beginning October 1988 

24,491 

23,558 

6.50% convertible subordinated debentures 
(Series A) due April 1987; convertible into 
common stock at $41.67 per share 

1,895 

1,895 

6.50% convertible subordinated debentures 
(Series B) due December 1987; convertible 
into common stock at $45.45 per share 

4,841 

4,840 

5.25% first mortgage notes of Tennessee Raven wood 
Properties, Inc. due April 1989 (less unamortized discount: 

1986 - $ 161; 1985 - $269) with quarterly principal and 
interest payments of $171 

1,777 

2,318 

8.25% senior notes of GFC due March 1988 with 
annual payments of $4,000 

12,000 

16,000 

10.50% senior notes of GFC due December 1991 
with annual payments of $3,000 

18,000 

21,000 

8.75% senior subordinated notes of GFC due March 

1988 with annua! payments of $ 1,000 

3,000 

4,000 

5.50% guaranteed (subordinated) debentures due 

March 1988 of Genesco World Apparel, Ltd. 
with annual payments of $700; convertible into 
common stock at $35.82 per share 

8,700 

9,393 

Total 

103,257 

(8,484) 

111,267 
(8,506) 

Current portion 


$ 94,773 

$102,761 


In April 1983 the Company exchanged $11,968,000 of 15.25% Senior Sinking Fund Notes 
and $18,446,000 of 14.25% Senior Sinking Fund Notes plus warrants to purchase shares of 
the Company's common stock for $30,414,000 (82%) of previously outstanding 10.375% 
Senior Sinking Fund Notes. The Company realized a gain of $1,001,000 ($.07 per common 
share) on the transaction. 

Long-term debt maturing during each of the years ending January 31 is as follows: 

1988-$ 15,974,000; 1989—$23,238,000; 1990—$9,800,000; and 1991-$9,641,000. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 7 

Long-Term Debt, Continued _____ 

The indentures under which the Company’s 15.25%, 14.25% and 9.75% Senior Sinking 
Fund Notes were issued (the "Indentures") prohibit the incurring of Senior Funded Debt 
by the Company and Funded Debt by any Restricted Subsidiary, except debt to the 
Company or a wholly-owned Restricted Subsidiary or in a refinancing operation, unless, 
after giving effect thereto, Consolidated Net Tangible Assets are at least 250% of 
Consolidated Senior Funded Debt and 200% of Consolidated Funded Debt. At January 
31, 1986, the Indentures would have permitted the incurring of an additional $10,900,000 
of Senior Funded Debt. Revolving credit debt is not restricted, even if renewable or 
extendible at the option of the obligor to a date more than one year after it was 
incurred. The Indentures, subject to certain exceptions, prohibit the creation or 
assumption of liens upon any properties or income or profits therefrom, without equally 
securing the Notes. 

The note agreements under which the GFC 8.25% and 10.50% Senior Notes and 8.75% 
Senior Subordinated Notes were issued (the "Note Agreements") prohibit GFC from 
becoming or remaining liable on (i) Senior Indebtedness exceeding 400% of the sum of 
Subordinated Indebtedness and the Borrowing Base; (ii) Senior Funded Indebtedness 
exceeding 240% of the sum of Subordinated Indebtedness and the Borrowing Base; (iii) 
Senior Subordinated Indebtedness exceeding 60% of the sum of Junior Subordinated 
Indebtedness and the Borrowing Base; (iv) Junior Subordinated Indebtedness exceeding 
50% of the Borrowing Base; and (v) Indebtedness represented by commercial paper 
exceeding the aggregate lending commitment (exclusive of outstanding loans) under firm 
bank lines of credit. At January 31, 1986, the Note Agreements would have permitted 
the issuing of an additional $74,300,000 of Senior indebtedness, $32,600,000 of Senior 
Funded Indebtedness, $10,800,000 of Senior Subordinated Indebtedness, $11,500,000 of 
Junior Subordinated Indebtedness and $10,000,000 of commercial paper Indebtedness. 
The Note Agreements prohibit loans by GFC to the Company exceeding $500,000. The 
Note Agreements, subject to certain exceptions, prohibit the creation or assumption of 
liens upon any property or assets of GFC or its subsidiary. 

Under covenants in the Note Agreeinents, GFC is required to maintain Adjusted Net 
Worth (stockholder’s equity less deferred note expense) of not less than $22,500,000 and 
Eligible Net Assets (cash, certain investments and net receivables) of not less than 110% 
of total liabilities. The Company has agreed to maintain GFC's Adjusted Net Worth at 
not less than $22,500,000 and GFC's earnings before taxes and fixed charges at not less 
than 1.5 times fixed charges. At January 31, 1986 all of the above requirements were 
met. 

The indenture under which the 5.25% first mortage notes of Tennessee Ravenwood 
Properties, Inc., a wholly-owned subsidiary of the Company, were issued prohibits 
Tennessee Ravenwood Properties, Inc. from becoming or remaining liable on any other 
funded debt. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 8 

Commitments Under Long-Term Leases _____ 

Capital Leases 

Future minimum lease payments under leases capitalized at January 31, 1986 together 
with the present value of the minimum lease payments are as follows: 


12 Months Ending January 31 

In Thousands 

1987 

$ 5,456 

1988 

4,536 

1989 

3,688 

1990 

3,233 

1991 

2,996 

Later years 

24,194 

Total minimum payments 

44,103 

Amount representing interest 

(21,692) 

Present value of minimum payments 

22,411 

Current portion 

(3,027) 

Total 

$19,384 


Minimum payments are not reduced by minimum sublease rentals of $1,475,000 due in 
the future under noncancelable subleases. They also do not include contingent rentals 
which may be paid under certain retail store leases on the basis of a percentage of sales 
in excess of stipulated amounts. Contingent rentals are immaterial. 

Operating Leases 

Rental expense under operating leases of continuing operations for the twelve months 
and six months ended January 31, 1986 and 1985, respectively and for the two years 
ended July 31, 1984 and 1983 was as follows: 


In Thousands 

1986 

1985 

1984 

1983 

Minimum rentals 
Contingent rentals 
Sublease rentals 

$24,962 

5,615 

(594) 

$12,414 

3,202 

(388) 

$25,831 

5,512 

(706) 

$27,554 

5,015 

(635) 

Totals 

$29,983 

$15,228 

$30,637 

$31,934 


Minimum rental commitments payable in future years under noncancelable long-term 
leases of continuing operations are as follows: 


12 Months Ending January 31 ________ in Thousands 


1987 

$ 24,391 

1988 

23,273 

1989 

19,095 

1990 

14,602 

1991 

12,352 

Later years 

33,283 

Total 

$126,996 


Minimum payments are not reduced by minimum sublease rentals of $749,000 due in the 
future under noncancelable subleases. Most leases provide for the Company to pay real 
estate taxes and other expenses and contingent rentals based on sales. Approximately 20 
percent of the Company's leases contain renewal options. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 9 

Provision for Discontinued Operations _____ 

In prior /ears the Company adopted programs to restructure or divest various operations. Net 
gains or losses realized from disposition of properties of discontinued operations are credited 
to or charged against the provision for discontinued operations. 

In January 1986 and April 1984, the Company determined the provisions established in prior 
years to be greater than anticipated requirements. In 1986, the provisions were reduced by 
$1,881,000. In 1984, the provisions were reduced by $4,482,000, of which $4,306,000 related to 
discontinued segments. 

In October 1985 the Company adopted a plan to reduce its U.S. footwear manufacturing 
capacity and overhead, to close certain marginal retail stores, and to restructure its Jarman 
wholesale operation. This decision resulted in a charge to earnings of $9,764,000, of which 
$6,731,000 was for future consolidation costs and $3,033,000 was for asset writedowns. 

In July 1985 the Company provided for the restructuring of its men's tailored clothing 
manufacturing operations. This provision resulted in a charge to earnings of $4,462,000 to 
cover the restructuring, of which $3,799,000 was for future consolidation costs and $663,000 
was for asset writedowns. 

On May 31, 1983 the Company sold substantially all the assets of its Haywood division, 
manufacturers of jeans and casual slacks. The sale resulted in a loss of $3,351,000 which was 
recorded in the 1983 financial statements. 

Transactions affecting the total current and long-term provisions are: 



Twelve Months 

Six Months 




Ended 

Ended 

Twelve Months 


January 31, 

January 31, 

Ended July 31, 

In Thousands 

1986 

1985 

1984 

1983 

Balance at beginning of period 

$15,333 

$13,843 

$19,896 

$19,981 

Additional provision for future losses 

10,530 

-0- 

42 

1,324 

(299) 

Excess provision restored to income 

(1,881) 

(2,179) 

-0- 

(4,482) 

Other qains (losses) 

1,490 

(1,613) 

(I,NO) 

Balance at End of Period 

$21,803 

$15,333 

$13,843 

$19,896 


Proceeds (before expense reductions) from divestment of discontinued operations were: 1986 - 
$102,000; 1985 - $935,000; 1984 - $386,000; and 1983 - $2,143,000. 


30 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 







Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 10 

Redeemable Preferred Stock and Other Capital Stock 


Redeemable Preferred Stock 

Clots 



Issued a 

January 31. 



Shores 

Authorized 

1986 

Shores 

1935 

1986 

n Thousands 

1985 

Common No. 

Convertible of 

Ratio* Votes 

$4.50 Cumulative Convertible Preferred 

7.973 

7.973 

8,971 

S 797 

$ 897. 

4.22 •*• 

Subordinated Cumulative Convertible Prefcrenci 

$6.00 Series B 

56.00 Series C 

161,981 

807 

807 

80 

80 

2.40** 2 

269.291 

212 

202 

2f 

20 

2.20** 2 

Subordinated Serial Preferred (Cumulative) 
$4.14 Series 2 

S4.7S Series S 

395,626 

165,436 

165,436 

11,416 

11,085 

, 

122.500 


98,474 

9.847 

9.847 

! .61 I 




■■■■ 

■m 


—— u 


* The conversion rights of holders of subordinated serial preferred stock, series 5, 
were suspended in 1975 and the conversion rights of holders of $4.50 cumulative 
convertible preferred stock and subordinated cumulative convertible preference 
stock were suspended effective as of April 30, 1986 because of provisions in the 
Company's charter restricting the acquisition of shares (see "Restrictions on 
Dividends and Redemptions of Capital Stock" below). 

** Also exchangeable for $100 principal amount of 6.50% Convertible Subordinated 
Debentures. However, as a result of the omission of dividends on shares of $4.50 
cumulative convertible preferred stock and subordinated cumulative convertible 
preference stock normally payable in April 1986, the Company suspended the rights 
of exchange effective as of April 30, 1986 in accordance with provisions in the 
Company's charter restricting the acquisition of shares (see "Restrictions on 
Dividends and Redemptions of Capital Stock" below). 

*** The $4.50 cumulative convertible preferred stock normally has no voting rights, but 
if the Company is in arrears with respect to mandatory redemption requirements or 
is four quarters in arrears with respect to the payment of dividends, holders of such 
stock have the right to elect two persons to the board of directors. Dividends on 
such stock were suspended February 26, 1986. 

Cumulative Convertible Preferred Stock: 

Stated value~$IOO per share; liquidation value~$IOO per share plus accumulated 
dividends; optional redemption price—$100 per share. The Company is required to 
redeem 998 shares each December 31 at $100 per share, unless there are dividend 
arrearages on such stock. Shares which have been purchased or otherwise acquired by 
the Company may be credited against the required redemption. 

Subordinated Cumulative Convertible Preference Stock: 

Stated value and redemption price for each series—$100 per share; liquidation value for 
each series—$100 per share plus accumulated dividends. The Company is required to 
redeem the Series B shares on December 31, 1987 and the Series C shares on June 30, 
1996, both at $100 per share, unless there are dividend arrearages on such stock or 
dividend or redemption arrearages on senior stock. 

Subordinated Serial Preferred Stock (Cumulative): 

Stated and redemption values for Series 2 and 5—$69 and $100, respectively; liquidation 
values for Series 2 and 5—$69 and $100, respectively, plus accumulated dividends. The 
liquidation value and the redemption price of Series 2 increase by $2 each calendar year. 
The annua! dividend rate with respect to Series 2 is 6% of the then prevailing redemption 
price. 
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Non-Redeemable Preferred Stock 

Class Authorized 

1785 

Issued o 

Shares 

1985 

it January 31. 

In Thousands 

1985 1985 

Common No. 

Convertible of 

$4^25 Series A Subordinated Cumulative Converl 

lible 

68.943 

600 

600 

$ 60 

$ 60 

3 

Subordinated Serial Preferred (Cumulative) 
$2.30 Series 1 

13 f ,826 

87,285 

89,286 

3,571 

3,571 

.83 1 

$4.75 Series 3 

105,875 

80,058 

80,058 

8,006 

8,006 

2.11 2 

$4.75 Series 4 

103.000 

55.548 

65.548 

6.565 

6,565 


$1.50 Subordinated Cumulative Preferred 

5.000.000 

105 

105 

ijSSHEHl 

II9RH 

uuui I 

Emoloyees' Subordinated Convertible Preferred 

5.000.000 

929.516 

9ES6EI 


WEXS£WH 


Total Nan-Redeemable Preferred Stock 


—1 

— 

WKE&SBM 


mSmSSm 


* The conversion rights of holders of non-redeemable preferred stock were suspended 
in 1975 because of provisions in the Company's charter restricting the acquisition 
of shares (see "Restrictions on Dividends and Redemptions of Capital Stock" 
below). 

** Also convertible into one share of Subordinated Cumulative Preferred Stock. 

$4.25 Series A Subordinated Cumulative Convertible Preference Stock: 

Stated value and redemption price—'$100 per share; liquidation value—$100 per share plus 
accumulated dividends. 

Subordinated Serial Preferred Stock (Cumulative): 

Stated and redemption values for Series I are $40 per share and for Series 3 and 4 are 
each $100 per share; liquidation values for Series I—$40 per share, plus accumulated 
dividends and for Series 3 and 4—$100 per share, plus accumulated dividends. 

$1.50 Subordinated Cumulative Preferred Stock: 

Stated and liquidation values and redemption price—$30 per share. 

Employees* Subordinated Convertible Preferred Stock: 

Stated and liquidation values—$30 per share. Shares are not redeemable. 

Common Stock 

Common stock ($1 par value). Authorized 40,000,000 shares; issued: January 31, ! 986— 
15,587,285 shares; January 31, 1985—15,569,264 shares. There were 488,464 shares held 
in the treasury at January 31, 1986 and 1985. Each outstanding share is entitled to one 
vote at meetings of stockholders. At January 31,1986 common shares were reserved as 
follows: 1,861,815 shares for conversion of senior securities; 538,500 shares for the Key 
Executives Stock Option Plan; and 1,637,840 shares for exercise of warrants. Warrants 
to purchase common stock were outstanding at January 31, 1986 as follows: 737,840 
shares at $8.00 per share expiring February 15, 1993; and 900,000 shares at $ 11.75 per 
share expiring October 15, 1993. 


Restrictions on Dividends and Redemptions of Capital Stock 

Under the Tennessee General Corporation Act (the "Act"), dividends may be paid out of 
unreserved and unrestricted earned surplus. The Company had an accumulated deficit of 
$38,661,000 in its earned surplus account at January 31, 1986. Under the Act, a 
corporation's earned surplus is restricted to the extent earned surplus is used as a 
measure of its right to purchase its own shares, so long as such shares are held in its 
treasury. At January 31, 1986 the Company held 488,464 shares of common stock in its 
treasury for which there was a restriction of $17,857,000 against its earned surplus 
account. 

The Act also permits the payment of dividends out of net earnings of the current fiscal 
year and the immediately preceding fiscal period taken as a single period. However, the 
Company sustained a consolidated net loss of $33,929,000 for the fiscal year ended 
January 31,1986. 
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In addition, cumulative preferred dividends may be paid out of capital surplus if there is 
no earned surplus. However, the Company's capital surplus amount was in a deficit 
position of $663,000 at January 31, 1986. 

The Company's charter provides as to each class of preferred stock that no dividends 
may be paid and no shares may be redeemed or otherwise acquired for value if there are 
dividend or redemption arrearages on any senior or equally ranked stock. The order of 
seniority of the various classes is as follows: $4.50 cumulative convertible preferred; 
$4.25 Series A; $6.00 Series B; $6.00 Series C; $2.30 Series I and $4.14 Series 2; $4.75 
Series 3; $4.75 Series 4; $4.75 Series 5; $1.50 subordinated cumulative preferred; and 
employees' subordinated convertible preferred. 

The indenture relating to the Company's 9.75% notes due October 1993 limits dividends 
and acquisitions of the Company's capital stock after July 31, 1983, with certain 
exceptions, to the aggregate, after July 31, 1983, of 25% of the first $10,000,000 of 
Consolidated Net Income, 50% of the next $25,000,000 of Consolidated Net Income, 75% 
of the next $25,000,000 of Consoldiated Net Income, and 100% of Consolidated Net 
Income in excess of $60,000,000 plus the net proceeds from the issuance or sale of the 
Company's capital stock. The Company's revolving credit agreement, in effect at 
January 31, 1986 but terminated by the Company as of April 3, 1986, limited dividends 
and acquisitions of the Company's capital stock after July 31, 1981, with certain 
exceptions, to the aggregate, after July 31, 1981, of 50% of consolidated net earnings 
plus the net proceeds from the issuance or sale of the Company's capital stock. The 
principal exceptions to the foregoing limitations are fixed dividend and sinking fund 
payments on the Company's cumulative convertible preferred stock and subordinated 
cumulative convertible preference stock and exchanges for other shares of capital stock 
of the Company. At January 31, 1986, under the 9.75% indenture, there was a 
$12,179,000 deficit in Consolidated Net Income and net proceeds from the issuance or 
sale of the Company's capital stock since July 31, 1983; and, under the revolving credit 
agreement, there was a $6,172,000 deficit in consolidated net earnings and net proceeds 
from the issuance or sale of the Company's capital stock since July 31, 1981. 

The indenture relating to the Company's 14.25% and 15.25% notes due December 1994 
contains similar but less restrictive limitations. 

Redemption arrearages at January 31, 1986 amounted to $21,216,000, of which 
£11,416,000 was applicable to subordinated serial preferred stock, series 2, and 
^>9,800,000 was applicable to subordinated serial preferred stock, series 5. 

On February 26, 1986, the board of directors voted to omit payment of the quarterly 
dividend on shares of $4.50 cumulative convertible preferred stock and subordinated 
cumulative convertible preference stock, series A, B and C, normally payable in April. 

Dividend arrearages at January 31, 1986 were as follows: 


Series or 

Date Dividends 

Arrearage at January 31, 1986 

Class of Stock 

Paid to 

Per Share 

Aqqreqate 

$2.30 Series 1 

January 31, 

1975 

$25.30 

$ 2,258,936 

$4.14 Series 2 

January 31, 

1975 

37.95 

6,278,296 

$4.75 Series 3 

January 31, 

1975 

52.25 

4,183,031 

$4.75 Series 4 

January 31, 

1975 

52.25 

3,430,108 

$4.75 Series 5 

January 31, 

1975 

52.25 

5,145,267 

$1.50 Subordinated 

January 31, 

1975 

16.50 

1,732 


Total ______ $21,297,370 
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Changes in the Shares of the Company's 

Capital Stock 



Common 

Preferred 


Stock 

Stock 

Issued at July 31,1982 

14,815,398 

(14) 

1,448,918 

Settlement of lawsuits 

-0- 

Redemption of $4.50 Preferred 

-0- 

(998) 

Exchanged for debentures 

-0- 

(6,705) 

Options and warrants exercised 

92,701 

-0- 

Issued at July 31,1983 

14,908,085 

1,441,215 

(998) 

Redemption of $4.50 Preferred 

-0- 

Exchanged for debentures 

-0- 

(16) 

Issued with debt offering 

600,000 

-0- 

Options and warrants exercised 

25,313 

-0- 

issued at July 31,1984 

Redemption of $4.50 Preferred 

15,533,398 

1,440,201 

-0- 

(998) 

Options and warrants exercised 

35,866 

-0- 

Issued at January 31,1985 

15,569,264 

1,439,203 

Redemption of $4.50 Preferred 

-0- 

(998) 

Options and warrants exercised 

18,021 

-0- 

Exchanged for debentures 

-0- 

(9) 

Issuances 

-0- 

19 

Issued at January 31, 1986 

15,587,285 

1,438,215 

Less treasury shares 

488,464 

-0- 

Outstanding at January 31,1986 

15,098,821 

1,438,215 
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Income tax expense is composed of the following: 


In Thousands 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31. 
1984 1983 

U.S. federal 

$ -0- 

$ 172 

$ 3,395 

$ -0- 

Canadian - operations: 

Current 

4,810 

2,256 

3,792 

1,714 

Deferred 

(176) 

(200) 

371 

(222) 

- withholding taxes: 

Current 

65 

70 

146 

417 

Deferred 

1,176 

392 

(332) 

567 

State 

101 

110 

262 

184 

Total income taxes 

5,976 

2,800 

(172) 

7,634 

2,660 

Extraordinary credit - U. S. federal 

-0- 

(3,395) 

-0- 

Net Income Tax Expense 

$ 5,976 

$ 2,628 

$ 4,239 

$ 2,660 


The U. S. federal income tax provisions on pretax earnings are offset by the extraordinary 
credits which reflect utilization of net operating loss carryforwards resulting from losses 
incurred by U. S. operations in prior years. 


Deferred Canadian withholding taxes are amounts which will become payable upon the 
expected repatriation of certain Canadian earnings. On August 16, 1984 the U.S. and Canadian 
governments ratified a tax treaty which, among other things, reduced from 15% to 10% the 
withholding tax rate that will apply to earnings the Company plans to repatriate. The effect 
of this rate reduction was recorded in 1984 and reduced previously accrued withholding taxes 
by $1,253,000, resulting in a net withholding tax benefit in 1984 of $332,000. No provision has 
been made for the balance of accumulated Canadian earnings because the Company considers 
these earnings to be permanently reinvested in Canada. 


The Company has net operating loss carryforwards available to offset future U. S. 
taxable income as follows: 


Expiration Date 

In Thousands 

January 31, 1992 

$ 2,601 

January 31,1993 

18,410 

January 31,1996 

7,179 

January 31,1997 

1,231 

January 31, 1998 

4,188 

January 31,2001 

21,187 

Total Net Operating Loss Carryforwards 

$54,796 


In addition to its net operating loss carryforwards, the Company has recorded in its financial 
statements other losses and expenses amounting to $64,028,000 which will be deductible for 
federal income tax purposes in future years. These timing differences include pension 
expense, transactions affecting the provision for discontinued operations, a provision for 
environmental proceedings and numerous smaller items. 
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The Company-sponsored pension plan expenses for the fiscal year ended January 31, 1986 
were $3,191,000, for the six-month period ended January 31, 1985 were $2,116,000 and 
for the fiscal years ended July 31, 1984 and 1983 were $4,230,000 and $4,656,000, 
respectively. 

Accumulated plan benefits and plan net assets as of December 31, 1984 (the date of the 
most recent actuarial valuation) and December 31, 1983 are presented below: 


In Thousands 

1984 

1983 

Actuarial present value of accumulated 
plan benefits: 

Vested 

$73,373 

$79,922 

Nonvested 

909 

779 

Totals 

$74,282 

$80,701 

Net Assets Available for Benefits 

$68,784 

$65,705 


The weighted average assumed rate of return used in determining pension expense was 
increased to 9.5% for the plan year ended December 31,1985 from 8% for the preceding 
plan year. The net effect of the change was to decrease pension expense by 
approximately $1,053,000 ($.07 per share) for the fiscal year ended January 31, 1986. 

The information presented above does not include amounts applicable to discontinued 
operations, as the liability for such future pension costs is included in the provision for 
discontinued operations (Note 9). 

The Company also contributes to multiemployer pension plans applicable to most hourly- 
paid employees covered by collective bargaining agreements. Actuarial calculations 
have not been made to determine the Company's portion of the excess of the actuarial 
present value of accumulated plan benefits over the net assets of the plan available for 
such benefits. 

In addition to providing pension benefits, the Company provides health care benefits for 
early retirees and life insurance benefits for retired employees. The cost of retiree 
health care and life insurance benefits is recognized as expense as claims are paid. For 
1986, those costs totaled $1,192,000. 
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The stockholders of the Company have approved the Key Executives Stock Option Plan, 
under which key executive employees selected by the Compensation Committee of the 
Board of Directors were granted stock options, and several stock purchase plans enabling 
employees to purchase shares of common or employees’ preferred stock. The principal 
stock purchase plans are Employees' Incentive Plans A and B. 

Activity under the Key Executives Stock Option Plan was as follows: 



Year Ended 
January 31, 

1986 

6 Months Ended 
January 31, 
1985 

Options outstanding at beginning of period 

603,250 

456,750 

Options granted 

-0- 

189,500 

Options exercised 

-0- 

(28,375) 

Options expired 

(64,750) 

(14,625) 

Total Shares Outstanding and Reserved 

538,500 

603,250 


No further options may be granted. The options outstanding at January 31, 1986 were 
held by 84 individuals and expire as follows: 


Expiration 

Date 

Shares Subject 
to Option 

Option 

Price 

Options Exercisable 
as of January 31, 1986 

April 8, 1986 

75,000 

$3.00 

75,000 

October 20, 1990 

25,000 

4.75 

25,000 

November 2, 1990 

7,500 

5.00 

7,500 

July 21, 1991 

15,000 

8.50 

15,000 

October 26, 1992 

61,500 

4.63 

46,125 

August 23, 1993 

25,000 

8.75 

12,500 

October 11,1993 

152,500 

9.75 

76,250 

October 9, 1994 

177,000 

6.50 

44,250 

Totals 

538,500 


301,625 


Payments on Employees' Incentive Plans A and B stock purchase accounts have been 
indefinitely deferred. Employee stock purchase accounts under all stock purchase plans 
amounted to $17,239,000 and $17,384,000 at January 31, 1986 and 1985, respectively, and 
were secured at January 31, 1986 by 793,467 employees' preferred shares and 23,410 
common shares. No further sales of shares under the stock purchase plans are 
contemplated. 
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On March 5, 1986 an administrative order was issued against the Company by the Tennessee 
Department of Health and Environment under the State's Hazardous Waste Management Act. 
The order directs the Company to submit investigative and remedial action plans relating to a 
chemical waste site in a rural area near Nashville, Tennessee. The chemical waste material 
was generated by one of the Company's operating divisions. On March 21, 1986 the Company 
filed an appeal of that order before the State Solid Waste Disposal Control Board. The extent 
of damage to the environment in the vicinity of the disposal site is not known at the present 
time, and the full extent of the Company's potential liability arising therefrom is not 
determinable. However, the Company has recorded as a liability in its financial statements 
for Fiscal 1986 an amount it believes adequate, based on information currently available, to 
cover the costs of remedial actions it will likely be required to take. This provision does not 
include any costs associated with private actions which may be asserted. The Company has 
been notified by a property owner in the vicinity of the disposal site of his intention to initiate 
an action against the Company for personal injury and property damages. Management has no 
reason to believe that such threatened action or any other actions by private individuals which 
may be asserted will result in any additional material liability. 

Note 15 

Business Segment Information 





Divested operations consist of the Haywood and Baron's divisions which were sold in May and 
September 1983, respectively. 

Twelve Months 
Ended 
January 31, 

in Thousands 9986 

Six Months 
Ended 
January 31, 
9985 

Twelve Months 
Ended July 31, 
1984 1983 

Sales to Unaffiliated Customers: 

Footwear: 

Shoes and accessories: 

Retail: 

U.S.A. 

Canada 

$180,574 

70,258 

$ 96,679 
37,305 

$i88,932 

74,667 

$172,328 

72,406 

Total retail 

250,832 

133,984 

263,599 

244,734 

Wholesale and manufacturing: 

U.S.A. 

Canada 

148,824 

14,792 

80,691 

6,728 

182,636 

17,098 

185,327' 

18,099 

Total wholesale and manufacturing 

163,616 

87,419 

199,734 

203,426 

Total footwear 

414,448 

221,403 

463,333 

448,160 

Men's apparel: 

Tailored clothing 

Hosiery 

94,819 

29,219 

57,797 

18,172 

109,289 

31,847 

119,849 

31,709 

Total men's apparel 

124,038 

75,969 

141,136 

151,558 

Divested operations 

-0- 

-0- 

1,795 

40,043 

Totals 
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Twelve Months 
Ended 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 

in Thousands 

1986 

1984 

1983 

Pretax Earnings (Loss): 

Footwear: 

Shoes and accessories: 

Retail: 

U.S.A. 

$ (697) 

$ 5,791 

$ 13,554 

$ 7,225 

Canada 

7,061 

4,013 

6,488 

3,919 

Total retail 

6,364 

9,804 

20,042 

11,144 

Wholesale and manufacturing: 

U.S.A. 

1,227 

1,130 

8,009 

4,909 

Canada 

3,141 

440 

2,583 

1,364 

Total wholesale and manufacturing 

4,368 

1,570 

10,592 

6,273 

Total footwear 

10,732 

11,374 

30,634 

17,417 

Men’s apparel: 

Tailored clothing 

(2,421) 

2,244 

4,489 

3,032 

Hosiery 

2,389 

2,221 

3,355 

3,166 

Total men's apparel 

(32) 

4,465 

7,844 

6,198 

Provision for tailored clothing restructuring 

(4,462) 

-0- 

-0- 

-0- 

Provision for footwear restructuring 

(9,764) 

-0- 

-0- 

-0- 

Provision for environmental proceedings 

(6,200) 

-0- 

-0- 

-0- 

Interest expense 

(12,551) 

(6,117) 

(12,517) 

(14,591) 

(5,887) 

Corporate staff and other corporate expenses 

(7,557) 

(2,546) 

(7,326) 

Divested operations 

-0- 

-0- 

43 

(3,449) 

Totals 

$(29,834) 

$ 7,176 

$ 18,678 

$ (312) 

Assets: 

Footwear: 

Retail: 

U.S.A. 

$ 66,047 

$ 66,752 

$ 62,709 

$ 55,590 

Canada 

18,837 

18,924 

20,192 

24,630 

Total retail 

84,884 

85,676 

82,901 

80,220 

Wholesale and manufacturing: 

U.S.A. 

73,287 

79,814 

91,372 

89,777 

Canada 

5,810 

6,026 

6,947 

6,611 

Total wholesale and manufacturing 

79,097 

85,840 

98,319 

96,388 

Total footwear 

163,981 

Hmnis 

181,220 

176,608 

Men's apparel: 

Tailored clothing 

66,795 

78,230 

83,895 

84,103 

Hosiery 

14,676 

14,630 

muisEaM 

15,309 

Total men's apparel 

81,471 


99,957 

99,412 

Corporate assets 

39,312 

56,938 

46,954 

40,838 

Divested operations 

-0- 

1,235 

1,310 

10,320 

Totals 

$284,764 

$322,549 

$329,441 

$327,178 
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In Thousands 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended July 31, 
1984 1983 

Depreciation and Amortization: 

Footwear 

Men's apparel 

Corporate 

Divested operations 

$ 8,052 
2,370 
165 
- 0 - 

$ 3,797 
1,115 
86 
-0- 

$ 7,849 
2,028 
153 

44 

$ 8,215 
2,140 
353 
811 

Totals 

$10,587 

$ 4,998 

$10,074 

Bn 

Additions to Plant, Equipment 
and Capitalized Lease Rights: 

Footwear 

Men's apparel 

Corporate 

Divested operations 

$ 8,257 
1,270 
216 
- 0 - 

$ 3,942 
1,057 
50 
- 0 - 

$ 5,243 
2,176 

94 

12 

$ 6,678 
10,081 
249 
1,129 

Totals 

$ 9,743 

- $ 5,0« 

$ 7,525 

$18,137 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 16 


Quarterly Financial Information (Unaudited) 

In Thousands 

Twelve Months 
Ended 
January 31, 
1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended 
July 31, 
1984 

Net sales 

Quarter Ended April 30 

Quarter Ended July 31 

Quarter Ended October 31 
"Quarter Ended January 31 

Total Fiscal Period 

$128,630 

131,634 

139,806 

138,416 

$538,486 

$152,712 

144,660 

$297,372 

$145,765 

152,875 

152,353 

155,271 

$606,264 

Gross margin 

Quarter Ended April 30 
Quarter Ended July 3! 

Quarter Ended October 31 
Quarter Ended January 31 

Total Fiscal Period 

$ 43,277 
45,554 
50,854 
47,728 
$187,413 

$ 54,909 
50,532 
$105,441 

$ 53,647 
55,688 
55,450 
59,057 
$223,842 


Pretax earnings (loss) 

Quarter Ended April 30 

$ (4,44!) 


$ 1,314(6) 

Quarter Ended July 31 

(8,005)(1) 


6,798 

Quarter Ended October 31 

(8,635)(2) 

$ 5,338(5) 

3,555 

Quarter Ended January 31 

(8,753) 

1,838 

7,011 

Total Fiscal Period 

$(29,834) 

$ 7,176 

$ 18,678 


Earnings (loss) before discontinued operations 
and extraordinary credits 


Quarter Ended April 30 

$ (5,263) 



$ 

742 

Quarter Ended July 31 

(9,618) 




5,061(7) 

Quarter Ended October 31 

(10,099) 

$ 

2,746 


1,622 

Quarter Ended January 31 

(10,830)(3) 


1,630 


3,619 

Total Fiscal Period 

$(35,810) 

$ 

4,376 

$ 

11,044 

Earnings (loss) before extraordinary credits 





Quarter Ended April 30 

$ (5,263) 



$ 

5,048(4) 

Quarter Ended July 31 

(9,618) 




5,06! 

Quarter Ended October 31 

(10,099) 

$ 

2,746 


1,622 

Quarter Ended January 31 

(8,949)(4) 


1,630 


3,619 

Total Fiscal Period 

$(33,929) 


4,376 

$ 

15,350 

Net earnings (loss) 

$ (5,263) 





Quarter Ended April 30 



$ 

5,238 

Quarter Ended July 31 

(9,618) 




6,579 

Quarter Ended October 31 

(10,099) 

$ 

4,214 


2,261 

Quarter Ended January 31 

(8,949) 

$(33,929) 

334 


4,667 

Total Fiscal Period 


4,548 

$ 

18,745 


(1) Includes $4,462,000 loss from provision for tailored clothing restructuring (Note 9). 

(2) Includes $9,764,000 loss from provision for footwear restructuring (Note 9). 

(3) Includes $6,200,000 loss from provision for environmental proceedings (Note 14). 

(4) Includes income of $1,881,000 (1986) and $4,306,000 (1984) from excess provision for 
discontinued operations (Note 9). 

(5) Includes income of $1,069,000 from modification of payroll tax allocation (Note I). 

(6) Includes $1,204,000 loss on write-down of fixed assets. 

(7) Includes income of $1,253,000 from reversal of tax accruals (Note 1 i). 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 16 

Quarterly Financial Information (Unaudited), Continued 


Twelve Months 

Six Months 

Twelve Months 


Ended 

Ended 

Ended 

January 31, 

January 31, 

July 31, 


1986 

1985 

1984 

Earnings (loss) per common share (after 
preferred dividend requirements): 

Primary: 

Before discontinued operations 
and extraordinary credits 



$ .01 

Quarter Ended April 30 ( 

? (.38) 


Quarter Ended July 31 !; 

? (.67) 


$ .29 

Quarter Ended October 31 ( 

? (.70) 

$ .14 

$ .07 

Quarter Ended January 31 ( 

? (.75) 

$ .07 

$ .20 

Total Fiscal Period ( 

? (2.51) 

$ .22 

$ .57 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 17 

Supplementary Financial Information Adjusted for Changing Prices (Unaudited) __ 

The financial information presented below illustrates the estimated effects of inflation 
on the Company's financial results. The method used is based on assumptions and 
estimates and, therefore, the results should be viewed with caution and not as indicative 
of future financial results of the Company. 

Current cost data is based upon historical financial statements adjusted for changes in 
specific prices. Adjustments to income taxes are not permitted. 

The current cost of inventories represents year-end prices. Cost of goods sold represents 
estimated prices at date of sale. The current cost of plant, equipment and capitalized 
lease rights are estimates of what existing assets would cost at January 31, 1986. The 
current cost of depreciation and amortization, as well as gains or losses on sale of 
property are based upon the current cost of the underlying assets. Depreciation and 
amortization were calculated using the same methods and rates as in the historical 
financial statements. Indexing was used in estimating the current cost amounts. These 
values do not consider technological improvements and efficiencies associated with the 
normal replacement of productive capacity. 

The gain from the decline in purchasing power of net monetary liabilities is a measure of 
inflation's impact on monetary items. Net monetary assets (or liabilities) include cash, 
claims to cash and amounts owed, which are fixed in terms of number of dollars to be 
received or paid. The gain is calculated by measuring the effect on purchasing power for 
the period attributable to general inflation, having taken into account net balances of 
monetary liabilities at the beginning and end of the year and transactions for the year. 
This is not a realized gain and does not represent funds available for distribution. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 17 

Supplementary Financial Information Adjusted for Changing Prices (Unaudited), Continued 

The statement of consolidated earnings adjusted for changing prices for the year 
ended January 31, 1986 follows: 


In Average 1986 Dollars 

In Thousands 

As Included in 
the Primary 
Statements 

Adjusted for 
Changes in 
Specific Prices 
(Current Costs) 

Net sales 

$538,486 

$538,486 

Cost of goods sold 

Depreciation and amortization 

Other operating expenses 

Interest expense 

Other income 

Gain (loss) on sale of properties 

347,476 

10,587 

179,281 

12,551 

1,756 

245 

349,862 
13,699 
179,281 
12,551 
1,756 
(1,129) 

Operating loss 

Provision for: 

Tailored clothing restructuring 

Footwear restructuring 

Environmental proceedings 

(9,408) 

(4,462) 

(9,764) 

(6,200) 


Pretax loss 

Income taxes 

(29,834) 

5,976 

(36,706) 

5,976 

Loss before discontinued operations 

Excess provision for future losses of 
discontinued operations 

(35,810) 

1,881 

(42,682) 

1,881 

Net loss 

$(33,929) 

$(40,801) 

Other Information 

Purchasing power gain from holding net 
monetary liabilities during the year 


$ 3,023 

Increase in specific prices of inventories and plant, 
equipment and capitalized lease rights held during the year* 

Less effect of increase in general price level 

$ 4,151 
8,695 

Decrease in current costs over increase 
in the general price level 


$(4,544) 


* On January 31, 1986 the current cost of inventory was $124,038,000 and the current 
cost of plant, equipment, and capitalized lease rights net of accumulated 
depreciation and amortization was $93,911,000. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 17 

Supplementary Financial Information Adjusted for Changing Prices (Unaudited), Continued 

The information included in the comparison of selected supplementary financial data 
adjusted for the effects of general inflation is expressed in average 1986 constant dollars 
as measured by the Consumer Price Index for All Urban Consumers. As required, net 
sales and market price per common share at period-end, are presented for each of the 
periods shown, with earnings before discontinued operations and the gain in purchasing 
power of net amounts owed being presented for 1982 - 1986. Net assets at period-end 
are preferred stocks, common stocks and other stockholders’ equity as reported in the 
primary financial statements, adjusted to reflect the excess of the current cost amounts 
for inventory and plant, equipment and capitalized lease rights over the respective 
historical/nominal dollar amounts. 


The comparison of selected supplementary financial data adjusted for the effects of 
changing prices for the twelve months and six months ended January 31,1986 and 1985, 
respectively, and for the years ended July 31, 1984, 1983 and 1982 was as follows: 



1986 

1985 

1984 

1983 


Net sales 

$538,486 

$305,113 

$640,551 

$701,631 

$758,169 

Current Cost Information: 

Earnings (loss) before discontinued 
operations 

Per share data—primary 

Increase (decreose) in specific prices 
of inventories and properties over 
increase in the general price level 
Net assets at period-end 

(42,682) 

(2.97) 

(4,544) 

113,820 

1,852 

.05 

(3,025) 

159,425 

3,336 

.05 

(4,293) 

159,798 

(14,479) 

(1.17) 

769 

142,669 

(6,798) 

(.71) 

(10,364) 

152,339 

Other Information: 

Purchasing power gain from 
holding net monetary liabilities 
during the period 

3,023 

1,120 

4,056 

2,834 

9,264 

Market price per common share 
at period-end 

3.20 

6.65 

6.22 

9.05 

4.41 

Averaae consumer price index 

323.2* 

315.0 

305.9 

294.7 

283.4 


All figures are in thousands except amounts per share and price index. 
* Estimated average. 
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Genesco Inc. 

and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 


Note 18 

Liquidity Concerns ___ 

Cash and short-term investments currently on hand and expected to be generated by 
operations during the fiscal year ending January 31, 1987 will not be sufficient to 
finance expected operating losses, working capital and other projected cash needs during 
such period. Continued operation of the Company in the normal course is dependent on 
the Company's ability to obtain adequate funding of ongoing operations from external or 
internal sources. 

The Company's near-term working capital needs were expected to have been met under a 
$15 million revolving credit agreement between Genesco and a group of 10 commercial 
banks and a $10 million revolving credit agreement between GFC and that same bank 
group. As a result of losses incurred by the Company in the fourth quarter of Fiscal 
1986, the Company failed to meet the Tangible Net Worth requirements under its credit 
agreement and on April 3, 1986 terminated that agreement. There were no loans 
outstanding. The revolving credit agreement with GFC remains in effect until its 
expiration on July 31, 1986. Due to uncertainty regarding the Company's ability to 
obtain adequate external financing, the Company is currently unable to obtain 
commercial letters of credit used to import foreign goods into the United States. The 
Company imports substantial amounts of shoes and of piece goods for its tailored 
clothing business. 

A first mortgage loan commitment has been received by the Company's real estate 
subsidiary which, if completed, will make approximately $5 million of additional cash 
available to the Company. The Company is also seeking other credit arrangements from 
banks and other sources, but there is no assurance that the Company will be successful. 
Any such other credit arrangement will likely involve stringent financial and other 
covenants, the granting of security interests in GFC assets and the mandatory sale of 
some Company assets and operations. Covenants in Genesco's and GFC's long-term debt 
agreements limit the ability of Genesco and GFC to incur additional long-term debt and 
to grant security interests in their assets. See Note 7 for additional information 
regarding such restrictions. 

Apart from any external financing plan, the Company is seeking a buyer for its hosiery 
operations and is considering the sale or liquidation of other operations or assets to 
generate cash for ongoing operations. A decision to sell certain operations could result 
in a charge to earnings. 
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ITEM 9, DiSAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE 
None. 


PART III 

ITEM 10, DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT _ 

Incorporated by reference to the Notice of 1986 Annual Meeting and Proxy Statement to 
be filed pursuant to Regulation I4A. Information regarding the executive officers is 
contained herein in Part I under the heading "Executive Officers of Genesco" following 
Item 4. 


ITEM 11, EXECUTIVE COMPENSATION ___ 

Incorporated by reference to the Notice of 1986 Annual Meeting and Proxy Statement to 
be filed pursuant to Regulation I4A. 


ITEM 12, SECURITY OWNERSHIP CF CERTAIN BENEFICIAL OWNERS AND 

MANAGEMENT _____ 

Information regarding beneficial ownership on April 15, 1986 of the Company's voting 
securities by (i) the Company's directors and (ii) the officers and directors of the 
Company as a group is incorporated by reference to the Notice of 1986 Annual Meeting 
and Proxy Statement to be filed pursuant to Regulation I4A. 

The following information regarding beneficial ownership on April I, 1986 of the 
Company's voting securities is furnished with respect to each person or group of persons 
acting together who, as of such date, is known by the Company to be the beneficial 
owner of more than five percent of any class of the Company's securities. 


Name and Address 

Class of 
Stock* 

No. of 
Shares 

Percent of 
Class 

Kalb, Voorhis & Co. 

27 William Street 

New York, NY 10005 

Common 

960,000 

6.3 

Graydon B. Colburn 

12457 Greens East Rd. 

San Diego, CA 92128 

Series A 

55 

9.2 

Edward H. Gauer 

1221 Jones Street 

San Francisco, CA 94109 

Series A 

545 

90.8 

Bruce D. Sinclair 

1209 Laurel Street 

Nashville, TN 37203 

• Series B 

300 

37.2 

Keith-Sinclair Co., Inc. 

Series B 

300 

37.2 


1209 Laurel Street 
Nashville, TN 37203 
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Class of No. of Percent of 


Name and Address 

Stock* 

Shares 

Class 

David K. Wilson 

P. 0. Box 121559 

Nashville, TN 37212 

Series 

B 

200 

24.8 

Clarence and Mavel Bos 

507 Myers Park Drive 

Lexington, NC 27292 

Series 

C 

19 

9.0 

Murrie Jones 

1324 Warrior Road 

Birmingham, AL 35218 

Series 

C 

16 

7.5 

Michael and Edna Menna 

799 E. Klosterman Road 

Tarpon Springs, FL 33589 

Series 

C 

17 

8.0 

Edith Mertl Krshak 

Conservator for Lillian Mertl 

149 Long John Drive 

Hendersonville, NC 28739 

Series 

C 

19 

9.0 

Lucille S. Noah 

1425 Park Drive 

Raleigh, NC 27605 

Series 

C 

32 

15.1 

Kiyoto Okimoto 

P. 0. Box 1892 

Lihue, Hauai, HI 96766 

Series 

C 

12 

5.7 

Robert E.A. and Donna T. Petersen 

2206 Buckingham Road 

Wilmington, DE 19810 

Series 

C 

19 

9.0 

Edward Thorek 

I23fe 7th Street 

Chesterton, IN 46304 

Series 

C 

12 

5.7 

Julian Cohen 

1930 South Ocean Blva. 

Palm Beach, FL 33480 

Series 

1 

6,350(2) 

7.1 

Loyal American Life Ins. Co. (1) 

2460 Government Blvd. 

Mobile, AL 36606 

Series 

1 

8,887 

10.0 

Daniel E. Rothenberg 

1330 Boylston Street 

Chestnut Hill, MA 02167 

Series 

1 

6,350(2) 

7.1 

Colonial Holdings, Inc. 

One Hospital Trust Plaza 

Providence, Rl 02903 

Series 

2 

10,414 

6.3 

Albert Grossman 

Series 

2 

10,832 

6.5 

(Address Unknown) 

Series 

3 

14,943 

18.7 

Clinton Grossman 

Series 

2 

10,189(3) 

6.2 

25 Emeline Street 

Providence, Rl 02906 

Series 

3 

17,167(4) 

21.4 
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Marne and Address 

Class of 
Stock* 

No. of 
Shares 

Percent of 
Class 

Roselyn Grossman 

1 Coach Lane 

Westport, CT 06880 

Series 2 
Series 3 

10,331(3) 

12,004(4) 

15.0 

Stanley Grossman 

70 Harwich Road 

Providence, Rl 02906 

Series 2 
Series 3 

20,552(3) 

22,109(5) 

12.4 

27.6 

The Silna Corp. 

(Address Unknown) 

Series 2 
Series 3 

11,493 
15,926 

6.9 

19.9 

Aaron Rodney Thomas 

757 Third Avenue 

New York, NY 10017 

Series 2 

8,500 

5.1 

George M. Thomas 

757 Third Avenue 

New York, NY 10017 

Series 2 

30,700(6) 

18.6 

Reuben Thomas 

757 Third Avenue 

New York, NY 10017 

Series 2 

30,700(7) 

18.6 

David E. Evins 

812 Park Avenue 

New York, NY 10021 

Series 4 

25,617(8) 

39.0 

Lee Evins 

870 U. N. Plaza 

New York, NY 10017 

Series 4 

28,907(9) 

44.0 

Nathaniel Lessall 

812 Park Avenue 

New York, NY 10021 

Series 4 

7,706(10) 

11.7 

Toni Evins 

P. 0. Box 228 

Buena Vista, CO 81211 

Series 4 

8,794(11) 

13.4 

Bette D. Rayson, Margaret M. Daughtery 
and E. C. Cifers, Trustees 

1633 Kenesaw Avenue, N. W. 

Knoxville, TN 37919 

Series 5 

69,673 

70.8 

Estate of Bess W. Greer 

Greer's Inc. 

P. 0. Box 187 

Loudon, TN 37774 

Series 5 

4,931 

5.0 

William H. Rasbury 

Box 141, Route #3 

Waynesboro, TN 38485 

Subordinated 

Cumulative 

Preferred 

10 

9.5 

Wayland M. Ray 

Route 3 

Waynesboro, TN 37399 

Subordinated 

Cumulative 

Preferred 

15 

14.3 

Pauline E. Renninger 

RD n, Box 348 

Pine Grove, PA 17963 

Subordinated 

Cumulative 

Preferred 

15 

14.3 
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Class of 

No. of 

Percent of 

Name and Address 

Stock* 

Shares 

Class 

Pearl and Victor Simches 

Subordinated 

15 

14.3 

300 Buckminister Drive 

Cumulative 



Norwood, MA 02062 

Preferred 



Irving B. Wiseman 

Subordinated 

50 

47.6 

Ann P. Wiseman 

Cumulative 



3828 Conshohocken Avenue 

Preferred 




Philadelphia, PA 19131 


* See Note 10 to the financial statements included in Item 8 for a more complete 
description of each class of stock. 

Note !: The controlling interest in Loyal American Life insurance Company is owned by 
The Imperial Life Assurance Company of Canada, the controlling interest in which is 
owned by The Laurentian Fund, Inc., which in turn is controlled by the Laurentian Mutual 
Assurance Company. 

Note 2: Julian Cohen and Daniel E. Rothenberg are co-owners of a company and each of 
them individually own 3,175 shares of Series I stock. Each disclaims beneficial 
ownership of the other's shares. 

Note 3: Includes 10,189 shares of Series 2 stock owned by two trusts of which Clinton 
Grossman, Roseiyn Grossman and Stanley Grossman are trustees. 

Note 4: Includes 11,674 shares of Series 3 stock owned by two trusts of which Clinton 
Grossman, Roseiyn Grossman and Stanley Grossman are trustees. 


Note 5: Includes 6,382 shares of Series 3 stock owned by Stanley Grossman's wife and 
11,674 shares of such stock owned by two trusts of which Clinton Grossman, Roseiyn 
Grossman and Stanley Grossman are trustees. 

Note 6: Includes 25,500 shares of Series 2 stock owned by the wife and children of 
George M. Thomas. 

Note 7: Includes 18,500 shares of Series 2 stock owned by the children and other 
relatives of Reuben Thomas. 

Note 8: Includes 1,141 shares of Series 4 stock owned by the children of David E. Evins. 
Note 9: Includes 9,562 shares of Series 4 stock owned by the children of Lee Evins. 

Note 10; Includes 1,617 shares of Series 4 stock owned by a trust of which Nathaniel 
Lessall and Behana Levin are trustees and 6,089 shares of such stock owned by two trusts 
of which Nathaniel Lessall and Toni Evins are trustees. 

Note 11: Includes 6,089 shares of Series 4 stock'owned by two trusts of which Toni Evins 
and Nathaniel Lessall are trustees and 1,617 shares of such stock owned by a trust of 
which she is the beneficiary. 

ITEM 13, CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

Incorporated by reference to the Notice of 1986 Annual Meetirg and Proxy Statement to 
be filed pursuant to Regulation I4A. 
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PART IV 


STEM 14, EXHIBITS, FINANCIAL STATEMENT SCS-EDULES AND REPORTS 
ON FORM 8-K 

Financial Statements _____ 

The following financial statements are included in Item 8. 

Report of Independent Accountants 

Consolidated Balance Sheet, January 31, 1986 and January 31, 1985 
Consolidated Earnings, year ended January 31, 1986, six months ended 
January 31, 1985, and two years ended July 31, 1984 
Consolidated Changes in Financial Position, year ended January 31, 1986, 
six months ended January 31, 1985, and two years ended July 31, 1984 
Consolidated Additional Paid-In Capital, year ended January 31, 1986, 
six months ended January 31, 1985, and two years ended July 31, 1984 
Consolidated Accumulated Deficit, year ended January 31, 1986, six months 
ended January 31, 1985, and two years ended July 31, 1984 
Notes to Consolidated Financial Statements 

Financial Statement Schedules ____ 

VIII - Reserves, year ended January 31, 1986, six months ended January 31, 1985, and 
two years ended July 31,1984 

X - Supplementary Income Statement Information, year ended January 31, 1986, six 
months ended January 31, 1985, and two years ended July 31, 1984 

All other schedules are omitted because the required information is either inapplicable 
or is presented in the financial statements or related notes. These schedules begin on 
page 55. 

Exhibits ________ 

(3) a. By-laws of Genesco Inc., as amended February 26, 1986. 

b. Restated Charter of Genesco Inc. 

(4) a. Indenture dated as of February I, 1983 between the Company and United 

States Trust Company of New York relating to 14 1/4% and 15 1/4% Senior 
Sinking Fund Notes due December 15, 1994 ("1983 Indenture")/D 

b. Supplemental Indenture dated as of December I, 1983 between the Company 
and United States Trust Company of New York relating to the 1983 

Indenture/^) 

c. Indenture dated as of October 15, 1983 between the Company and United 
States Trust Company of New York relating to 9 3/4% Senior Sinking Fund 
Notes due I993J 3 ) 

(10) a. Severance agreement dated as of January 10, 1986 between Genesco Inc. 

and William S. Wire, II and Schedule of Executive Officers of the Company 
with Substantially Identical Agreements. 

b. Severance agreement dated January 8, 1986 between Genesco Inc. and 
Richard W. Hansel man. 

c. Form of Split-Dollar Insurance Agreement with Executive Officers. 

d. Key Executives Stock Option Plan and Form of Stock Option Agreement.™ 

e. Form of Officers and Key Executives Change-in-Control Employment 

Agreement.™ 

f. 1985 Management Incentive Compensation Plan.(6) 

g. 1986 Management Incentive Compensation Plan/?) 

h. 1987 Management Incentive Compensation Plan. 

i. Executive Officer Personal Benefits. 1 U) 
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(I!) Computation of earnings (loss) per share. 

(22) Subsidiaries of the Registrant. 

(24) Consent of Independent Public Accountants - included on page 53. 


(1) Incorporated by reference to the Company's Form 10-Q for 
the quarter ended April 30 1983. 

(2) Incorporated by reference to the Company's Form 10-Q for 
the quarter ended January 31,1984. 

(3) Incorporated by reference to the Company's Form 10-Q for 
the quarter ended October 31,1983. 

(4) Incorporated by reference to the Company's Form 10-K for 
the fiscal year ended July 31, 1982. 

(5) Incorporated by reference to the Company's Form 10-K for 
the fiscal year ended July 31, 1981. 

(6) Incorporated by reference to the Company's form 10-K for 
the fiscal year ended July 31, 1984. 

(7) Incorporated by reference to the Company's Form 10-K for 
the fiscal period ended January 31, 1985. 

Copies of the above described exhibits will be furnished to the stockholders upon written 
request, addressed to Manager, Corporate Information Services, Genesco Inc., Genesco 
Park, Room 478, Nashville, Tennessee 37202, accompanied by a check in the amount of 
$5.00, payable to Genesco Inc. 

Reports on Form 8-K ______ 

The Company did not file a report on Form 8-K during the quarter ended January 31, 
1986. 
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REPORT OF INDEPENDENT ACCOUNTANTS ON 
FINANCIAL STATEMENT SCHEDULES 


To the Board of Directors of Genesco Inc. 

Our examination of the consolidated financial statements referred to in our report dated 
February 26, 1986, except as to Notes 6, 10, 14 and 18 which are as of April 29, 1986, 
appearing on page 18 of this Report on Form 10-K, also included an examination of the 
Financial Statement Schedules listed in Item 14 of this Form IQ-K. In our opinion, 
subject to the effects on the 1986 financial statements of such adjustments, if any, as 
might have been required had the outcorhe of the uncertainty referred to in our report on 
page 18 been known, these Financial Statement Schedules present fairly the information 
set forth therein when read in conjunction with the related consolidated financial 
statements. 


- 


PRICE WATERHOUSE 


Nashville, Tennessee 
February 26, 1986 


CONSENT OF INDEPENDENT ACCOUNTANTS 


We hereby consent to the incorporation by reference in the Prospectus constituting part 
of the Registration Statements on Form S-8 (Nos. 2-61487 and 2-70824) and Form S-3 
(No. 2-86509) of Genesco Inc. of our report dated February 26, 1986, except as to Notes 
6, 10, 14 and 18 which are as of April 29, 1986, appearing on page 18 of this Report on 
Form 10-K. We also consent to the incorporation by reference of our report on the 
Financial Statement Schedules which appears above. 




PRICE WATERHOUSE 


Nashville, Tennessee 
April 29, 1986 
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SIGNATURES 


Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, 
thereunto duly authorized. 

Genesco Inc. 





Dates April 29, 1986 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has 
been signed below by the following persons on behalf of the registrant and in the 
capacities indicated on the 29th day of April 1986. 




Chairman, President and Chief Executive Officer 
and a Director 


William S. Wire, II 



Vice President-Finance and Treasurer 
(Principal Financial Officer) 


Controller and Chief Accounting Officer 




Larry B, 1 


nelton 



Edward E. Watson 



54 

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




Genesee Inc. 

and Consolidated Subsidiaries 


Financial Statement Schedules 


January 31, 1986 
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Note: Most subsidiaries and branches charge credit and collection expense directly to 
profit and loss. Adding such charges of $597,000 in 1986, $283,000 in 1985, 
$587,000 in 1984 and $659,000 in 1983 to the addition above, the total bad debt 
expense for ongoing operations amounted to $2,398,000 in 1986, $742,000 in 
1985, $1,934,000 in 1984 and $2,724,000 in 1983. 


(1) Bad debts recoveries. 

(2) Bad debts charged to reserve. 

(3) Adjustment of allowance for estimated discounts to be allowed subsequent to period 
end on receivables at same date. 

(4) Adjustment of allowance for estimated co-op advertising to be allowed subsequent 
to period end receivables at same date. 


See Note 2 of Notes to Consolidated Financial Statements of Genesco. 

56 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 


















Genesco Inc. 

and Consolidated Subsidiaries 
Supplementary Profit and Loss Information 


Schedule X 



Twelve Months 

Six Months 



Ended 

Ended 

Twelve Months 


January 31, 

January 31, 

Ended July 31, 

In Thousands 

1986 

1985 


Maintenance and repairs 

$7,727 

$2,817 

$7,744 $8,168 

Advertising 

12,054 

6,478 

10,934 10,293 
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and ConsoSidated Subsidiaries 
Earnings Per Common and 
Common Share Equivalent 
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